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Ford loses $7.4bn 
as rule change 
brings big charge 

Ford Motor of the US yesterday reported a 87.4bn 
loss for 1992 compared with a loss of $2.25bn a 
year earlier. The -size of Last year's losses was 
due largely to a 98J9bn non-cash charge to meet 
changes in accounting rules. The Ford charge 
is one of the highest reported, but it will be dwarfed 
by a S20-8bn charge due to be announced by Gen- 
eral Motors today. Page 1% NBC apologises. Page 12 

Framatome may buy Schneider arm: 

French electrical engineering group Schneider 
is in talks about seling Us Jeum oni-Schneider , 
electronic components arm to state-owned nuclear 
reactor supplier Framatome. Page 14 

Toyota pr ofits fad: Japan’s leading vehicle 
maker reported a 2&3 per cent drop in interim 
taxable profits. It blamed lower interest income 
and exchange rate losses. Page 17 

Canon poised for Hardware deal: Japanese 
office equipment maker Canon is set to acquire 
the computer hardware business of innovative 
US company Next Computer, in which it already 
holds a 16.7 per cent stake. Page 13 

Cofin Powell considers early retirement 

General Colin Powell 
(left) is thinking of 
retiring early as chair- 
man of the US joint 
rhipfg of staff; but 
he denied this was 
because of disagreements 
with the Clinton admin- 
istration. Gen Powell’s 
second two-year term 
as chairman of the 

joint chiefs expires 
in September. Page 12 

Jafl for Irish bomb suppli er s Irishman 
James Canning , 37, was jailed for 30 years in 
London after being found guilty of conspiring 
to cause explosions, possessing explosives and 
having six Kalashnikov rifles. 

Caflfor Danube mo ni tor s: Bulgaria and 
Romania have asked the United Nations to station 
monitors at ports on the lower Danube to check 
whether sanctions against the rump of the former 
Yugoslavia are being observed. 

Action against Citibank: Court-appointed 
officials running UK conglomerate Polly Peck 
International have started legal action in London 
against US bank Citibank to try to recover about 
£75m of missing funds. Page 21 

Commercial Union, the UK insurer, launched 
a £428m rights issue to fund expansion in the 
UK and international markets for general and 
life insurance. Page 13; Lex, Page 12 

Rough diamond price* are rising for the 
first time in almost three years. South Africa’s 
De Beers, which controls about 80 per emit of 
the market, said it was putting prices up by an 
average 1.5 per cent page 22 

RopdHng boarders: Britain has issued its 
first official notice telling shipowners how to 
protect vessels from pirates- Crews are advised 
to turn fire hoses on attackers, but the ban on 
guns aboard merchant ships will stay in place. 

Taiwan fighter production: Taiwan is to 
start mass producing its domestically-developed 
Indigenous Defence Fighter aircraft next year, 
ft aims to make SO of the fighters by 1999. 

Asia pipeline plan: China and Japan's 
Mitsubishi Corporation are to study the feasibility 
of building a 4200-mile trans-Asia natural gas 
pipeline. 

Tapfo sparks row; French urban affairs 
minister and businessman Bernard Tapie created 
a row with his political allies In the Left Radicals 
Movement by announcing he would run for parlia- 
ment In a colleague’s constituency. 

Human rights group hlghfigbts jafl rlafcz 

Aboriginals are 17 times more likely to be Jailed 
than other Australians, according to Amnesty 
International. The human rights group said Austra- 
lia's criminal Justice system made Aborigines 
vulnerable to violation of their right to be treated 
with humanity and respect 

Honorary consul: Robin Geldard, a 
Cardiff-based commercial lawyer, is to be Japan's 
first honorary consul in Wales. Japanese companies 
employ more than 13,000 Welsh workers. 

High Hops: German brewers are hoping that 
a US Sp&celab experiment will help produce new 
and better types of hops. Astronauts will test 
hops for the effects of radiation and weightlessness. 
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Steel output 
guidelines 
may be set 
by Brussels 

Commission will refrain 
from dictating price levels 


By Lionel Barber and 
Andrew HTU In Brussels 

THE European Commission is 
considering a new role as EC 
steel market supervisor, setting 
non-binding guidelines on fixture 
production levels. 

The plan, aimed at tackling 
Europe's steel industry crisis, is 
under review in Brussels. But the 
Commission will stop short of 
dictating prices and production 
levels to individual companies, 
like the “crisis cartel" set up by 
Viscount Etienne Davignon, then 
industry commissioner, during 
the early 1960s, EC officials 
stressed yesterday. 

Under the proposals, Brussels 
would lay down recommenda- 
tions on production and delivery 
levels within the EC for each 
quarter. EC nffiriala maintained 
yesterday that this would not 
encourage a cartel. "We don't 
have to tell them what to do." 
said an EC official, "and they 
don’t have to phone each other." 

Another measure under review 
is for the steel Industry to pool 
"crisis funds" for the restructur- 
ing of each individual sector. 

The Comrolssloh ls cEWldtte to” 
place the burden of decisions 
about restructuring on Europe’s 
steelmakers, and does not wish to 
be accused of manipulating the 
market But Brussels believes it 
has a vital role to play as broker 
between steelmakers and govern- 
ments. 

EC officials said yesterday the 
Commission will make dear it is 
willing to support an industry- 
wide restructuring plan only if 
Europe’s steel-makers produce a 
"definite” closure programme by 
the end of September which can 
be carried out by the end. at 1994, 
according to a senior EC offldaL 

A fixture rescue plan is also 


heavily dependent on the support 
of EC member states which 
would have to bear a portion of 
the EC binding of up to Ecn900m 
to cover redundancy costs. The 
overall cost of restructuring 
could be more than Ecu6bn, 
according to a report by Mr Fer- 
nand Braun, the' EC’s special 
steel envoy. 

But the Braun report warns 
that without a rescue plan 
involving some increase In juices 
in the next few weeks or months, 
some of Europe’s largest steel 
makers will see their rash flow 
dry up or turn negative by the 
end of the year. 

The report, delivered to the 
Commission last week. Includes a 
range of potential cuts in capac- 
ity which were put on the table 
by around 70 manag in g directors 
of EC steel companies in the past 
four months. 

Mr Martin Bangemann, EC 
Industry commissioner, has 
begun canvassing fellow Commis- 
sioners’ support and will have to 
present formal proposals next 
Wednesday. Hie EC will 
the steel industry crisis at a spe- 
cial meeting on February 25. 

'The deepening recession forced 
steelmakers to raise earlier esti- 
mates of possible capacity cai? to 
25J3m tonnes of crude steel ami 
17.9m of rolled products. 

At least 50,000 Jobs are likely to 
be lost in the plant closures, lead- 
ing to an estimated Ecu2^bn in 
social costs and Ecu3.5bn in 
industrial costs, the report says. 

Certain manufacturers and 
governments, for example in 
Spain, are already concerned that 
they will be forced to cut more 
capacity than they would like. 
But Commission officials ace ada- 
mant that thla time around the 
Industry will have to agree a clo- 
sure plan first 


Belgium pledges to 
defend jittery franc 
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By Andrew Hill in Brussels, 
Antonia Sharpe In London and 
David Waller in Frankfurt 

BELGIUM said yesterday it 
would use “all possible means" to 
its curr ency , as the Bel- 
gian fr anc was cau ght up tax the 
latest bout of nervousness in the 
exchange rate mechanism. 

The Belgian National Bank 
raised its end-of-day Interest 
rates - applied to primary deal- 
ers and banks' dally currency 
investments - from 66 per cent 
to 9.3 per cent to help protect the 
currency. 

The step helped the Belgian 
franc to strengthen within the 
ERM. after several days of weak- 
ness. 

Belgian’s interest rate action, 
countering the recent trend of 
lower European credit costs, 
pum as the German Bundesbank 
yesterday fractionally cut its 
money market rates. 

In its first money market 
operations since it cut the Lom- 
bard and discount rates last 
Thursday, the Bundesbank 
reduced its securities rep u rchase 
rate from 8.57-8.58 per cent to 
8JMHL51 per cent. 

The cut was smaller than 
expected after the Bundesbank 
cut the Lombard rate by half a 
point and the discount rate by 
025 of a point 

In a move related to last week's 
heavy ERM intervention to sup- 



port the Danish krone, Den- 
mark's central bank yesterday 
borrowed 91bn In the interna- 
tional bond market to strengthen 
its foreign exchange reserves. 

Mr Niels Sorensen, a senior 
official at Denmark’s National 
Bank, said the central bank’s 
reserves had fallen considerably 
in February. “When the specula- 
tion subsides, money usually 
flows back [Into the krone], but 
since we are not sure when that 
will be, we thought It would be a 
good idea to do some borrowing," 
Mr Sorensen said. 

In Brussels, Mr Alfons Ver- 
plaetse, governor of .the Belgian 
central bank, said: “I’m con- 
vinced that right now there is no 
speculation going on against the 
Belgian franc. 

“ft’s true to say that the cur- 
rency markets are very nervous, 
but whatever the nature of this 
nervousness one cant say that 
we [only] defend the Belgian 
franc when things are going 
smoothly," Mr Verplaetse said. 

Mr Verplaetse added he was 
sure the French franc was "a 
solid currency". He could not 
envisage a situation in which the 
German and French central 
banks would collaborate to sup- 
port the French franc and the 
D-Mark, leaving the Benelux cur- 
rencies undefended. 

Barra sounds alarm, Page 2 
Currencies, Page 30 
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liny Rowland frigid} and Dieter Bock .explained yesterday how their new joint chief executive arrangement would operate at Lonrho, the 
international trading conglomerate- Mr Rowland to likely to spend more time in Africa,' while Mr Bock will focus am financing. Although Mr 
Rowland named Mr Bock as his successor, he said he intended to continue as Joint chief executive for at least three years — Page 13 


Italian 

Socialist 

justice 

minister 

resigns 

By Robert Graham In Rome 
ITALY’S fragile coalition 
government yesterday suffered 
its most serious blow when Mr 
Claudio Marteffl, the Socialist 
justice minister, announced Us 
resignation after becoming the 
latest casualty the oofflifey’s 
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Major faces party rebels 
over Maastricht treaty 




Mr MartnlPs 'resignation ™™» 

afteF inky that' Ke'W 
u mter investigation for coraip- 
tfim related to.’a secret Swiss 
banjk account, alleged to have 
been used to* mphan brfees paid 
to the ruflng Socialist party. 

The party . which now has only 
six ministers left in the Mrstcoag 
coalition', government, to <due to 
open a special two-day assembly 
today to find a successor to Mr 
Bettino Craxi, whose job Mr 
MarteQL was eager to secure. 

Last night magistrates issued a 
sixth watrant against lie CtaxL 
Earlier, Milan magistrates said 
they had prepared a fifth. war- 
rant athrtring him he was wder 
investigation for alleged corrup- 
tion and illicit party financing. 

The latest warrant against the 
Socialist party chief In the 
unfolding scandal which broke 
last February to connected with 
similar allegations made against 
Mr MartelU. These relate ! the 
fraud u lent bankruptcy in 1982 of 
the Banco Ambrosiano. 

Both the Socialists and the 
Christian Democrats, which 
dominate the coalition, last 
night appeared determined to 
prevent the crisis leading to the 
downfall of the six-month-old 
government. . .. 

Mr MartelU^; 49, was deputy 

head of the proHoras government 

and (me; Of faiust hwiMUd im of 
the younger generation of politi- 
cians. His resignation knocks 
one far ther iwft fa flu coffin of 
the existing political parties, 
whose discredit grows almost 
daily as magistrates carry out 
new arrests and make fresh 
charges In their investigations 
into curraption. 

Mr UarWii resigned as he was 
about to be served with a war- 
rant by Mfifln mag istr ates which 
said he was under investigation 
for allegations made by wit- 
nesses who confessed to collect- 
ing illicit party thuds In the 
municipal wanM 

Mr Martep haf eduslstentiy 
of 

lnvfHventedt Id tite corruption 
gremriid ^md ifai 01 * 0 an account 
^st ‘^SytaSano branch of the 
tbtiom ‘do JlaSques Stosses held 
tyi^Sbdaltet party. 

~4f(?vragb threo ministers in 
tiie government have 

been served with notice of being 
investigated by magistrates for a 
variety of alleged offences, Mr 
Continued on Page 12 


World Stock Markets, Page 34 


By Ivo Dawnay, David Gardner 
and Ivor Owen 

THE government threw down the 
gauntlet to Conservative Euro- 
scepticd and the opposition par- 
ties yesterday by insisting it 
would rather sink the Maastricht 
treaty dutright than 'accept Brit- 
ish adhwBnfp to the social chap- 
ter. 

But as Mr Douglas Sard, the 
foreign secretary, issued, the 
wanting, Lard-Tebbdi, a former 
Tory UPt 

to defy tjtje leadership and vote 
o h~the 

social chapter - expressly in 
cutter to destroy the treaty. 

In a vituperative speech to 
political journalists, the arch 
Euro-sceptic argued that support 
for the amendment would not 
lead to its imposition. He sakk 
“Those who are fighting to pre- . 
serve self-government for Britain 
are well entitled to use every pro- 
cedural device to destroy the 
treaty". 

Lord Tebbifs intervention pro- 
voked an outcry from govern- 
ment loyalists and put the anti- 
Maastzicht faction cm the defen- 
sive. Sir Teddy Taylor, a leading 
opponent of the treaty, described 


ft as unhelpful, but added: ‘There 
is no way we are going to 
co-operate in the treaty going 
through if we don't get a referen- 
dum." 

The latest outbreak of intone- 
cine warfare within the Tory 
ranks came as Mr Jacques 

Editorial Comment ...Page 11 

Delors, the European Commis- 
sion president, joined the fray by 
implicitly Criticising the UK with 
h|s most stiaxgfug attack y&qjq. 
the. 

nomic policy in the EC. 

. In a Strasbomg speech present- 
ing the Commission's programma 
for 1993-94; he said competitive" 
devaluations were jeopardising 
plans for eoomxnic said monetary 
union and “the Vary idea' id a 
united Europe”. Mr Delon also 
warned that Brussels would 
"take up the chdgete again” to. 
get controversial items from 
EC's Social Charter Into Comm# 
nity law - a move that will con- 
firm the -worst feme of British 
Conservatives. 

The government's decision to 
raise the stakes over the vote - 
despite co mmanding only a nar- 


row 21 vote overall majority - 
came after careful consultation 
between Mr Hurd and Mr John 
Major, the prime minister. In a 
BBC radio interview, the foreign 
secretary called an Conservative 
MPs intake note that "we are not 
going to' fain, a treaty which 
Imposes the social chapter." 

Downing street Insisted that 
the prime minister was confident 
the party would support the gov- 
eminent in tile Commons’ vote, 
expected inaboqt six weeks time. 
But a senior official stressed that 
thdrt was . n 6 . jBsaihUity of 
Britain returning to treaty nego- 
tiations with its European Com- 
munity partners if the amend- 
ment was passed. 

“The politics of this is that 
once you open up this can of 
.worms everything comes out. We 
-can only ratify the treaty that we 
negotiated, ff It is not ratified by 
aH 12, the treaty no* come 
l^aald. 

In fact, a defeat for the govern- 
ment on Labour's amendment, 
would not necessarily halt the 
ratification process. 

Continued on Page 12 
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NEWS: EUROPE 


Two opposition parties unveil manifesto for March elections 

French right plans state sell-offs 


By William Dawkins in Paris 

TAX reforms and state 
spending cuts, and an esti- 
mated FFrSObn (£6.25bn) worth 
of privatisations over three 
years are promised, in an elec- 
tion manifesto presented 
Jointly yesterday by France's 
two centre-right opposition 
parties. 

Greeted as "empty, vague 
and worrying” by the ruling 
Socialists, the programme is 
less sweeping than that of the 
previous right-wing govern- 
ment in 1986-1388 and reflects 
the opposition's limited room 
for manoeuvre at a time of 
slow growth and monetary 
instability. "Clarity, change 
and prudence,” were the key 


words, said Mr Francois Bay- 
rou, UDF secretary general 

The opposition alliance, 
fighting as UPF or Union for 
France, is set to win the elec- 
tions. on March 21 and 28, by a 
record margin, with around 
two-thirds of the seats in the 
national assembly, according 
to recent polls. Yet the mani- 
festo does little to reconcile 
splits between the pro- Euro- 
pean UDF and the Gaullist 
RPR, half of whose national 
assembly deputies voted 
against the Maastricht treaty 
on European monetary and 
political union last year. 

On monetary policy, the 
future French government says 
it will present plans in the 
spring to make the Bank of 


France independent and do all 
that is needed to support the 
franc. It proposes a joint Fran- 
co-German monetary initiative 
“so as not to lose the achieve- 
ments of 13 years' cooperation 
in the EMS”. This is likely to 
antagonise the anti-Maastricht 
faction in the RPR. 

On privatisation, the UPF 
plans to sell all state-owned 
banks, insurers and industrial 
companies operating in com- 
petitive markets. An indepen- 
dent agency will set share 
prices and select stable share- 
holders for the privatisation 
candidates. A significant 
amount of shares will be 
reserved for private investors. 

State monopolies, like tele- 
communications, electricity 


and gas, and transport, will be 
opened to competition and 
their equity capital will be 
gradually opened to outside 
investors. The privatisation 
programme is far less ambi- 
tious than that of the last 
right-wing government, esti- 
mated by Mr Edouard Bal- 
Ladur, finance minister of the 
time, at FFrHObn; a reflection 
of the fact that today's stock 
market conditions are poorer. 

On the domestic economy, 
the manifesto promises a job 
creation drive, through a “pact 
for jobs" between companies 
and regions to boost training 
and recruitment, to be 
rewarded by lower social secu- 
rity and other charges. In addi- 
tion, tax breaks are on offer for 


small businesses. Taxes overall 
must come down, especially for 
the middle classes, one-man 
businesses and to help 
research and training, it says- 

It promises tax and other 
incentives - including a large 
public works programme - for 
construction and housing. 

On the government's 
finances, the UPF plans to 
reduce the budget deficit - offi- 
cially estimated at FFrl84bn 
last year - by FFrllObn over 
the next three years, according 
to Mr Alain Juppe, the RPR’s 
secretary general. Of this, 
FFr30bn to FFr40bn would 
come from spending cats, 
FFrlSba from the impact of 
growth on tax revenue, and the 
rest from privatisations. 



Barre sounds the alarm over 
Anglo-Saxon ambush of franc 


Ex-premier Barre: 1 am not among 
those who see plots everywhere.' 


By William Dawkins 

THE CURRENCY markets will launch a 
heavy bat unsuccessful attack against 
the franc next month, daring the 
French parliamentary election, accord- 
ing to Mr Raymond Barre, former 
prime minister of France. 

Mr Barre, a leading proponent of the 
hard franc policy and a senior ally of 
the UDF centre-right party, said the 
attack will be inspired by Anglo-Saxon 
financial institutions unwilling to see 
the creation of a European currency 
which coaid rival the dollar. He does 
not suspect any government Influence, 
he emphasised. The attack will be 
beaten off by joint intervention by the 
Banqoe de France and the Bundesbank. 

“I am not among those who see plots 
everywhere. It’s not at all my tempera- 
ment But I really think there Is a will 
in a certain number of economic and 
financial circles not to promote - in 
fact to do everything to prevent - the 
creation of European monetary and 
economic anion, and in consequence to 
blow up the EMS,” said Mr Barre. 

He would not be drawn further, 
beyond saying that he knew of a 
research study by (unidentified) finan- 
cial institutions analysing the risks 


posed by a single European currency 
for their own businesses. “It's my abso- 
lute and objective conviction. I expect, 
as a result, that there will be a strong 
assault on the franc before the elec- 
tions. or in the period of the elections 
or just after the elections,” he said. 

The vote, on March 21 and 28, is 
likely to produce a record parliamen- 
tary majority for the opposition centre- 
right aiHanaw of the RPR, which is 
divided over the Maastricht treaty on 
political and monetary union, and the 
pro-European UDF. “When these for- 
eign circles see that a strong part of 
RPR is hostile to the Maastricht treaty 
and to French monetary policy, they 
ask themselves if a government of the 
new majority tomorrow would be uni- 
fied enough to hold the political line.” 

The right-wing leaders are so firmly 
in favour of holding to the franc fort 
policy that the new government would 
find it very difficult to let the franc 
□oat or to go far devaluation, he 
argued. “Absolute deter mina tion 1 ’ will 
be required of the new French adminis- 
tration. 

If monetary union succeeds in some 
form, as Mr Barre believes it will, he 
argues that the new European currency 
will have the status of a widely used 


commercial, financial and reserve cur- 
rency, s imilar to sterling at the end of 
the 19th century. “The day you have a 
European currency which is used in the 
trade exchanges of the first commercial 
power in the world, the European Com- 
munity, the day when it’s possible for 
Community hanks to use the Ecu, and 
when their reserves will be held hi the 
Ecu, we will have the real alternative 
to tiie dollar. Money is power - that’s 
what it’s about," said Mr Barre- 

He believes that the future currency, 
possible towards the end of the decade, 
will initially include seven (France, 
Germany, the three Benelux countries, 
Spain and Italy) or eight members. 

The Bundesbank will again support 
the Flench currency in the speculative 
attack likely next month, partly 
because "it won’t want to take the risk 
of letting the EMS collapse. The Bund- 
esbank cannot take this responsibil- 
ity.” But, just as Important, said Mr 
Barre, is that “the Bundesbank consid- 
ers that the fundamentals of the 
French economy are satisfactory. I am 
convinced that, if the fundamentals 
had been negative, the Bundesbank 
would never have supported them, 
even in taking Into consideration the 
political factors.” 


Stronger Franco-German lin k s urged 


By David Buchan In Paris 

UM if 111 ■ FRANCE could 
1 Til consider nar- 
XLj iff rowing the 
Is ’ §§ franc’s present 

L JB. margin of fluc- 
tuation against 
the D-Mark but only if it got 
some right to “co-manage" 
such a "D-Mark zone", a 
French opposition leader said 
yesterday. 

Addressing a conference on 
“Europe: the Way Ahead", 
sponsored by the Financial 
Times and Les Echos, Mr 
Edmond Alphandery said the 
joint programme of the UDF- 


RPR opposition parties, which 
are ahead in the polls for the 
March election, was designed 
to reinforce Europe's integra- 
tion and its monetary system. 

“This will necessitate with- 
out doubt a new Franco-Ger- 
man dialogue in the monetary 
domain," said Mr Alphandeiy, 
a UDF deputy who is tipped as 
a possible finance minister if 
the opposition wins In March. 

Mr Alphandery stressed 
there was no chance of any 
new centre-right government 
devaluing the franc. It would, 
instead, seek to take monetary 
policy out of the political arena 
by speedily introducing legisla- 


tion to make the Bank of 
France independent. 

But the inherent “instabil- 
ity" of the EMS, conceded by 
Mr Alphandery, led Mr Peter 
Sutherland, chairman of the 
conference and of Allied Irish 
Banks, to urge an immediate 
move to monetary union by a 
smaller number of EC coun- 
tries rather than waiting for 
1997, the earliest date foreseen 
in the Maastricht treaty. 
France, Germany, the Benelux 
countries, Denmark and 
Ireland, Mr Sutherland said, 
“could be ready to go ahead 
now. So why are we waiting? 
There Is nothing to suggest 


that conditions in 1997 will be 
any better than they are now.” 

Caution about rapid moves 
to economic and monetary 
union (Emu) came from Mr 
Daniel Band, chief executive of 
Barclays de Zoete Wedd Hold- 
ings. The lesson of turbulence 
on the foreign exchanges was, 
he said, that "economic conver- 
gence has to precede exchange 
rate convergence”. 

He objected that the pursuit 
of Emu had made the EMS too 
brittle. 

Mr Jean-Pascal Beaufret, 
deputy director of the French 
Treasury, said that, with Emu, 
capital markets would con- 


verge in the Community. But 
he suggested this would stop 
short of the concentration that 
had taken place in the US, with 
New York becoming the only 
major financial marketplace. 
He said equity markets would 
remain largely national and he 
vaunted the merits of Paris. 

Mr Gilles Menage, president 
of Electricite de France, said 
there was effectively a single 
EC market in electricity 
already, with his own state- 
owned utility exporting 13 per 
cent of its output He called for 
Brussels to take a “less dog- 
matic” approach in introducing 
greater competition. 


Metal 

union 

threatens 

strike 

By Judy Dempsey In Berlin 

IG Metall, Germany’s 
engineering trade onion, 
yesterday said it would use the 
strike weapon “as the last 
resort" if employers refuse a 
wage increase of over 10 per 
cent this year for its members 
in east Germany. 

The warning follows the 
start of arbitration talks in 
Saxony last week. Further 
talks take place in the other 
east German states over the 
next few weeks. 

Previous talks broke down 
after the employers' union said 
it would not accept rapid pay 
increases which would bring 
east German wages up to 82 
per cent of west German levels 
from the 70 per cent level at 
present 

Yesterday, Mr Klaus Zwickel, 
vice chairman of IG Metall, 
said the employers’ union was 
“reneging” on its commitment 
to income parity between west 
and east German states by 
1994. "The employers are 
provoking us. We signed a 
contract in 199L And we will 
stick to it. It is only fair, 
particularly since east German 
workers have to pay west 
German prices, and have seen 
housing and other subsidies 
sharply reduced.” 

Mr Zwickel rejected criticism 
that his union was pricing east 
German workers out of the 
market - despite the feet that 
unit labour costs are about 190 
per cent higher and 
productivity is lower than 70 
per cent of west German 
levels. 

But IG Metall unio n officials 
conceded that it might not 
have full backing lor any 
strike call because rising 
unemployment Is eroding the 
union’s active membership. 

Most engineering workers, 
some 750,000 in the east 
German states, are members of 
IG Metall. But since unification 
the number east German 
engineering workers who have 
actually got a job has shrunk 
to 300,000. Also, 50 per cent of 
these are under the 
supervision of the Treuhand, 
tiie east German privatisation 
agency. Further privatisations 
could reduce the clout of I G 
MetalL 

“We do not want to be 
pushed into a strike,” said Mr 
ZwicfceL “But we will not let 
our employees be pushed 
around." 

However, several factory 
managers In west Germany 
yesterday believed that the 
employers' union would find a 
way out of the contract by 
invoking “revision clauses". 
This means that employers can 
argue that if the developments 
in the new east German states 
deviated from their original 
plans, the parties have the 
right to reconsider the clauses 
of the original contract 
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Rexrodb bad outlook for west, a few hopeful signs in the east 

Bo nn gloomier 
on outlook for 
west Germany 


By Quentin Peel In Bonn 

THE German government 
yesterday produced its gloomi- 
est annual economic report in 
a decade, forecasting a de cline 
In gross domestic product of up 
to 1 per cent It was promptly 
attacked by the opposition for 
excessive optimism. 

Mr Gunter Rexrodt. the 
newly appointed economics 
minister, raid all the economic 
indicators for west Germany 
were negative at the turn of 
the year, including industrial 
orders, production levels, 
investment activity, capacity 
utilisation and, above all, 
unemployment 
In die east however, there 
were a few hopeful signs, espe- 
cially in construction activity 
and the service sector, 
although the economic recov- 
ery was still decidedly hesi- 
tant, he said. 

The other element of 
extremely cautious optimism 
to emerge from the report, 
presented to both cabinet and 
parliament yesterday, was the 
forecast that wages will grow 
by less than the rate of infla- 
tion in the coming year. Grass 
wages would rise between 2.5 
and 3 per cent, compared with 
price rises of around 3.5 per 
cent, it suggests. 

Mr Rexrodt said the priority 
for the German government 
must be to avoid slipping into 
an all-out recession, although 
Mr Otto Larabsdorff, his own 
party leader in the Free Demo- 
crats (FDP), says the economy 
is already in its sharpest post- 
war recession. 

Mr Rexrodt stressed the 
Importance of the solidarity 
pact under discussion between 
the central government, the 16 
Linder, and the opposition 
Social Democrats, as well as 
employers and trade unions. 

He said he had been 
instructed to produce a report 
on bow to improve the attrac- 
tiveness of Germany as an 
investment location, reducing 
the high cost structure and 
increasing labour mobility, by 
September. 

The key figures in the gov- 
ernment’s forecast for the year 
are a decline in GDP of 
between zero and one per cent 
for west Germany, an expan- 
sion of 5 to 7 per cent in the 
east, with an all-German fore- 
cast of zero growth. 

Average unemployment in 
the west Is predicted to rise by 
some 450,000 to 225m, or a rate 
of 7.5 per cent, and to increase 
only marginally in the east to 
around 1.2m. a rate of 15 to 16 
per cent* the national average 
unemployment would be 9 per 
cent, the report says. 

It forecasts a growth In 
exports of 1.5 to &5 per cent in 
the west © to 10 per cent in the 
east, where exports to eastern 
Europe have collapsed), based 


on the assumption of a steady 
revival In world trade, espe- 
cially in the US economy. 

It is based on important 
assumptions: of a successful 
conclusion to the Gatt round of . 
trade liberalisation talks: grad- W, 
ual relaxation of international 
interest rates: a slight depred- 
ation In the value of the 
D-Mark; substantial efforts to 
restrict public spending: and 
wage moderation, including a 
slowdown in the rate of equal- 
ising eastern with western 
wages. It particularly criticises 
the “blatant disproportion” 
between unit wage costs In 
east and west Germany, with 
the former now 60 per cent 
higher than the west, in spite 
of the collapse of the eastern 
economy. 

Mr Wolfgang Roth. SPD eco- 
nomics spokesman, said there 
was no clear indication where 
the 5 to 7 per cent growth rate 
in east Germany would come 
from, given the collapse of east 
German industry. As for a zero 
overall national growth rate, 
that would require Immediate 
reversal of the steady contrac- 
tion. 

He sharply criticised the 
Bundesbank for its failure to 
cut its lead interest rates more 
aggressively. He said last 
week’s cuts - half a percent- 
age point of the Lombard rate, 
from 9.5 to 9 per cent, and a T 
quarter point off the discount 
rate, to 8 per cent - were a 
“mincing step” which was 
“pure poison for the economy". 

Mr Rexrodt, however, 
insisted that only if the central 
government and the Lander 
could restrain spending, and 
the trade unions showed wage 
restraint, would the central 
bank have further room for 
interest rate reductions. 
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NEWS: EUROPE 


Georgian leader optimistic of chances of settlement in Armenia-Azerbaijan con flict 

Shevardnadze hope 
of Karabakh peace 


By John Lloyd and Steve 
LeVlne in Tbilisi 

MR Eduard Shevardnadze, the 
president of Georgia, said yes- 
terday there “were grounds for 
optimism" for peace between 
Armenia and Azerbaijan, 
which have been fighting fbr 
five years over the disputed 
enclave of Nagorno-Karabakh. 

The Former Soviet foreign 
minister also warned that the 
forces of democracy in Russia 
were “more troubled than 
ever" warned that their defeat 
would be “a disastrous event 
for the world." 

Mr Shevardnadze said that in 
recent meetings with Mr Levan 
Ter-Petrossyan, the Armenian 
president, and Mr Abuifaz 
Elchibey. the Azerbaijani presi- 
dent, he bad found there was 
the political will to attempt a 
negotiated settlement 

“I think that we have come 
to the point when all our peo- 
ple are tired of this conflict. 
We (three Caucasian presi- 
dents) are all of the same 
mind.’' he said. 

Mr Shevardnadze said con- 


cessions from both sides had 
been discussed - and that 
both sides would “bring these 
ideas out in negotiations.” 

Mr Elchibey said at the 
weekend that “in one or two 
months, the psychology of 
peace will show its head" and 
that the three presidents, 
together with Mr Boris Yeltsin, 
the Russian president, “have 
common thoughts, common 
ideas among ourselves". He 
warned, however, that reac- 
tionary forces in Russia and in 
the Caucasian states were 
blocking peace initiatives. 

The Nagorno-Karabakh con- 
flict has claimed nearly 3,000 
lives and was further 
when Armenian and Karabakh 
farces established a land bridge 
through Azerbaijani territory 
last summer. Over the past few 
days. Armenian forces have 
taken Azerbaijani villages to 
the north of Karab akh, follow- 
ing earlier setbacks. 

Mr Shevardnadze hopes to 
convene a meeting of the Cau- 
casian presidents, probably in 
Tblisi to seek a basis for nego- 
tiation. He calls his project an 


attempt to create “a peaceful 
sky over the Caucasus". He 
also hopes to involve the north 
Caucasian republics in Russia. 

The Georgian leader also 
expressed hope that agree- 
ments. due to be signed 
between Georgia and Russia 
over the next two weeks, 
would produce a better climate 
fbr a settlement of the conflict 
in the Georgian province of 
Abkhazia where separatist 
forces are fighting Georgian 
troops. He said Russia could 
play a “positive role in settling 
the conflict" - though he 
accused units of the Russian 
military and mercenaries from 
the Russian north Caucasus of 
supporting the Abkhazians. 

He said that be thought it 
was a “possibility" that United 
Nations troops would be 
involved in Abkhazia. 

The Georgian economy is 
suffering from acute energy 
and other shortages. Mr Shev- 
ardnadze said that former 
Georgian leader Zviad Camsak- 
hurdia had made a “tragic mis- 
take" breaking trade and other 
links with Russia. 
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Shevardnadze: political will for negotiations 


Bosnia lays down 
terms for talks 


By Robert Mauthner 
In New York 

THE BOSNIAN Moslem foreign 
minister. Mr Haris Silajdzic. 
yesterday said his government 
could not continue to negotiate 
a peace settlement for Bosnia- 
Hercegovina "with a gun at 

our head". 

Speaking at the United 
Nations shortly before the US 
was due to announce its own 
peace proposals, Mr Silajdzic 
said he believed Washington's 
involvement would secure an 
international settlement based 
on democratic principles. 

He made clear that the Bos- 
nian government would rejoin 
the negotiations, which it has 
virtually boycotted since they 
were moved from Geneva to 
New York at the beginning of 
last week, only if certain condi- 
tions were fulfilled. These were 
that the “genocide" of the Bos- 
nian Moslem population be 
halted and that the heavy 
weapons of all sides in the con- 
flict be placed under effective 
international control. 

“If any side does not comply 
with the placing of heavy 
weapons under the physical 
control of the UN, then force 
should be used." 

A particular effort had to be 


made to help the Moslem popu- 
lation of eastern Bosnia, which 
was currently the victim of 
intensive "ethnic cleansing" 
policies undertaken by Bosnian 
Serb militia and had become 
"the most endangered species 
in the world". Aid convoys 
have been unable to reach this 
region. 

Mr Silajdzic said it was 
astonishing that the Bosnian 
government was being blamed 
by international negotiators 
for blocking a peace agree- 
ment, when UN security coun- 
cil resolutions on the supervi- 
sion of heavy weapons and the 
delivery of humanitarian aid 
were not being implemented. 

If the latest security council 
resolution on the delivery of 
humanitarian aid remains 
unenforced, then other “more 
creative options" should be 
exercised in getting aid to the 
needy, he said. The security 
council could authorise air 
drops of food, as well as open- 
ing Tuzla airport for incoming 
aid. 

Reuter adds from Geneva: UN 
special investigator Tadeusz 
Mazowiecki yesterday said he 
was prepared to resign if con- 
crete measures were not taken 
to prevent human rights 
abuses in former Yugoslavia, 


German union leaders call 
protests over steel job cuts 


TRADE union leaders in 
Germany called yesterday For 
mass protests by steel workers, 
after reports that the newly- 
merged Krupp and Hoesch 
steel companies plan to dose 
down an entire plant in either 
Dortmund or Duisburg. 

Union officials said that Mr 
Hans Wilhelm Grasshoff, chief 
executive of Hoesch Stahl, told 
a meeting of union members at 
the Westfalenhutte plant that 
company plans to cut monthly 
production capacity from 
700.000 to 550.000 tonnes meant 
that an entire steel plant 
would have to close. 

There was no formal confir- 
mation from Hoesch Stahl last 
night, where a board meeting 
was still in progress late into 
the evening. 

The plan would be much 
more drastic than last week's 
joint announcement by Krupp 
Stahl and Hoesch Stahl that 
one blast furnace would be 
closed down temporarily 
because of the downturn in the 
steel market. 

That proposal is for the fur- 
nace to shut down for five 
montits. The shut-down, begin- 
ning on March 1. will put 600 
steel workers on short-time 
working. 

The growing backlash from 
the unions over a potential 
threat to as many as 25,000 
steel jobs follows a call from 
the opposition Social Demo- 
crats (SPD) in the German par- 
liament for an emergency 


Quentin Peel in 
Bonn reports on the 
growing political 
row over proposals 
for restructuring the 
German steel 
industry with its 
potential threat to 
some 25,000 jobs 

national congress of steelma- 
kers, unions, central and state 
governments, to draft a plan of 
action to tackle the growing 
crisis. 

However, the steel industry 
In Germany has broadly wel- 
comed the plan proposed by 
the European Commission for 
an EC-wide response, including 
capacity cuts in exchange for 
new state aid. 

Mr Ruprecht Vondran. head 
of the German steel industry 
association, told an emergency 
debate in the Bundestag yester- 
day that the proposals were 
close to those put forward by 
the industry and the German 
parliament 

It was critical to see the final 
form which would emerge from 
negotiations between the 12 
member states. 

He said the aim should be 
not merely to stop the slump In 
profits of European steelma- 
kers. but simultaneously to 
ensure a fair market for steel 
products in the EC. 


If the industry was expected 
to and a common way out of 
the crisis, then all must oper- 
ate on a clear legal basis, he 
added. 

Subsidies to the industry had 
created a backlog of restructur- 
ing which would be painful 
and costly to overcome. 

The entire burden could not 
be put on the public purse, and 
the steelmakers would have to 
pay for their own restructuring 
to a large extent, he said. 

If one enterprise was expec- 
ted to help its competitors to 
close down surplus capacity, 
finance social programmes for 
redundant workers, or even 
create alternative employment, 
it must be certain of being able 
to use higher capacity itself in 
return, Mr Vondran said. 

The industry must be pro- 
tected from market dumping 
by competitors in eastern 
Europe, and from producers 
who have been foroed out of 
the US market by the protec- 
tionist measures introduced by 
Washington. 

“Who is going to pay a com- 
petitor compensation to the 
tune of millions, if a third pro- 
ducer, free of all such burdens. 
Is able to skim off all the 
advantages of a cutback in sup- 
ply?" be demanded. 

“This is what will decide 
whether Brussels, or indeed 
the German government, is 
really serious about restructur- 
ing the steel industry." the 
German steel chief said. 
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Brussels defends motorcycle plans 


PLANS to limi t the power of 
motorcycles and prevent tam- 
pering with moped engines are 
meant to make EC roads safer, 
the European Commission said 
yesterday. Reuter reports from 
Brussels. 

Critics say the EC's execu- 
tive is meddling in matters the 
prerogative of manufacturers, 
but Commission officials said 


they had backing from govern- 
ments and manufacturers. The 
proposal to ban motorcycles 
over 100 brake horsepower 
would affect only a small num- 
ber of machines, they added. 

(t would bring the EC in line 
with Japan, which has had a 
100 brake hp limit for 15 years 
and makes more powerful mod- 
els only for export, a Commis- 


sion official said. 

The proposal has been in 
trouble getting through the 
European parliament because 
some MEPs have taken the 
part of motorcycle users, argu- 
ing that factors other than 
horsepower cause road acci- 
dents. The parliament was to 
vote on the legislation late yes- 
terday. 


The other proposal, still 
being drafted, would set techni- 
cal specifications for rnopeds, 
aimed to prevent users tamper- 
ing with engines to make them 
more powerful. 

The two proposals are among 
24 draft laws to set up a single 
set of technical specifications 
for two- and three-wheeled 
vehicles marketed in the EC. 


Challenge 
over EC 
passport 
checks 

By Andrew Hill in Brussels 

THE EUROPEAN Commission 
has been formally challenged 
to act on a specific complaint 
about continued passport 
controls in the EC's barrier 
free internal market. 

Euro Citizen Action Service 
(Eeasl, a lobby group, has 
asked the Commission tu act 
urgently against the Dutch 
authorities for refusing to let a 
Dutch citizen board a ferry 
from Vlissingen to Shoemess 
in the UK without a passport. 

Eras opened a telephone i mo 
in the first weeks of IP9.'i to 
gather comments about inter 
rial border controls, which it 
believes should have been 
lifted on January 1. U hopes to 
use the complaint uf Mr Abra- 
ham Mooy. a Dutchman living 
in Belgium, ns a test case 
against countries which have 
refused to lift such controls. 

For now. all 12 member 
states have continued passport 
checks on intra-EC travellers 
arriving at airports. Nine conti- 
nental member states are try- 
ing to lift controls by year-end. 
but Britain, Denmark and 
Ireland are likely to maintain 
checks beyond then. 

Mr Mooy's complaint is 
against Dutch immigration 
authorities and officials of the 
shipping line, which refused to 
let him board the fern,' on Jan- 
uary 15. He had forgotten his 
passport and showed officials 
his Belgian identity card. 

The case could embarrass 
the new internal market com- 
missioner. Mr Raniero Vanni 
d’Archirafi. who has said he 
does not want to provoke a 
confrontation with member 
states over passport checks. 
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NEWS: INTERNATIONAL 


Japan 

By Jurek Martin In 
Washington and Charles 
Leadbeater in Tokyo 

SUCCESSIVE Japanese 
governments have operated In 
the sure knowledge that the 
connection: to Washington was 
’'the most important bilateral 
US relationship in the world”. 
Every US president for the last 
30 years has said it, and so, as 
both candidate and president- 
elect, has Mr Bill Clinton. 

But two senior Japanese cab- 
inet members. Mr Michio 
Watanabe. foreign minister, 
and Mr Yoshiro Hayashi. 
finance minister, are coming 
to Washington this week 
apparently unsure this is still 
the case. 

The Japanese worries have 
been well advertised. Uncer- 
tainty exists over whether 
the Clinton administration Is 
free-trade or protectionist and. 
if the latter, the extent to 
which Japan, with its S50bu 
<£33.1 bn) bilateral trade sur- 


baffled as US reassesses relationship 


pins, will become a target. 

Every pronouncement by 
every newly Installed US offi- 
cial is scrutinised with minute 
care by the Japanese. 

Beyond commerce, there is 
also concern about the general 
US commitment to Asia and 
particular worries about the 
new US approach to China. Mr 
Winston Lord, state depart- 
ment undersecretary with 
regional responsibilities, ts a 
former ambassador to Beijing 
and a conspicuous recent critic 
of Chinese external and 
human rights policies. 

Yet Tokyo's concerns, which 
extend beyond concrete poli- 
cies, are not exactly mirrored 
in Washington. This may well 
be the essence of the current 
problem. 

Japanese foreign policy 
tends to be rooted in certain 
anchors, such as the relation- 
ship with the US. For 10 years, 
from 1977 to 1987. the ulti- 
mate assurance of continuity 
was provided by the comfort- 


THE Japanese car industry and authorities yesterday welcomed 
the decision by the US big three car-makers not to file a dumping 
suit against Japanese manufacturers, but expressed continuing 
concern over protectionist tendencies in tbe US, Micblyo Naka- 
znoto writes from Tokyo. 

The ministry of international trade and industry said tbe deci- 
sion reflected a sensible judgment Mr Yutaka Kume, chairman of 
tbe Japan automobile manufacturers’ association, said it was the 
“right decision". He reiterated the industry's belief it had not 
been dumping in tbe US market. 


lag presence In tire Japanese 
capital of Ambassador M ik e 
Mansfield, whose understand- 
ing of Japan was exceptional 
and whose political power in 
Washington (he was a 
long-standing senator) effec- 
tively kept the (id on succes- 
sive administrations’ intermit- 
tent inclinations to take a 
tougher line with Japan. 

Mr Michael Annacost, his 
successor, displayed some of 
tiie same skills, but with noth- 
ing like the political authority. 
Now Japan wonders who 
will be the next “minder" 
of the relationship in 


Washington and in Tokyo. 

Mr Lord is a China hand 
is surrounding himself mostly 
with tike-minded people, with 
Hr Thomas Hubbard, a Japan 
expert and most recently dep- 
uty ambassador in Manila, 
back on board running the 
Japan desk. 

But no sign exists of a deci- 
sion on the successor to Mr 
Axmacost. Japanese nerves 
were jangled daring the tran- 
sition by rumours that the 
post might be offered to Mr 
Chalmers Johnson, the distin- 
guished Japanologist from the 
University of California, best 


known as the “godfather" of 
the revisionist school of think- 
ing towards Japan. 

In a recent New York Times 
article, Mr Johnson wrote that 
the US should recognise its 
“failure" to open Japanese 
markets and "start over". A 
□ew approach was ^ustifled 
on grounds that Japan, as it 
admits, is not the kind of capi- 
talist economy envisioned by 
the Gatt negotiators." That is 
the sort of language that 
scares Japan to the core. 

Hr Johnson probably will 
not get the job, but the 
absence of a dear candidate 
concerns the Japanese, due to 
their addiction to form over 
substance in foreign policy. 

Thus, it matters to Tokyo 
that no meeting has yet been 
arranged between Mr Clinton 
and Mr Kilchi Mryazawa, Japa- 
nese prime minister, whereas 
Presidents Reagan and Bush 
both met Mr MLyazawa’s pre- 
decessors immediately on 
assuming office. Not all the 


for this omission is laid 
at the US door. The truth is 
that Washington has not yet 
got round to thinking much 
about Japan. 

But two developments this 
week, toe US co mm i tm ent to 
seek an extension of the fast- 
track negotiating authority on 
trade and Detroit's decision 
not to go ahead with anti- 
dumping suits against foreign 
car makers, offer some gener- 
alised reassurance. 

Equally, the weekend ses- 
sion between Mr Hayashi and 
Mr Lloyd Bentsen, treasury 
secretary, (the first he has 
held with a foreign finance 
minister) seems to indicate the 
US appreciates Japan’s place 
as an Important player in the 
Group of Seven. 

Mr Bentsen has talked of the 
need to revitalise the G7 
before the annual summit in 
Tokyo in July, with a finance 
minis terial meeting planned 
for March as the next step in 
the process. 


Bat trade and China top Mr 
Watanabe’s agenda. He will 
propose replacing the long- 
running Strategic Impedi- 
ments Initiative with new 
Institutions to discuss trade 
and medium-term macro-eco- 
nomic issues, such as the US 
federal deficit, rather than 
details about the imbalance m 
particular industries. 

just as Washington’s inter- 
nal politics and personalities 
are receiving minute attention 
In Tokyo, much inevitable 
f»m phasis is being placed there 
on the views of Mr Mickey 
Kan tor, trade representative. 
One official said he could he 
bad news if led by protection- 
ist sentiment, but he might be 
good news. If the president 
were really in charge of trade 
policy. “Trade relations could 
get a lot worse or a lot better. 
We just don’t know yet" 

What to the US is a natural 
reassessment of the relation- 
ship appears to Japan as con- 
fusion. 


screen haunts LDP 



Takeshita: The former PM is to appear before parliament next 
week, with Mr Ichiro Ozawa, a former LDP secretary-general, to 
answer questions on a scandal involving illegal donations 


Move to make Japanese 
groups more transparent 


Golden 


By Robert Thomson In Tokyo 

THE MYSTERY of the golden 
screen is haunting Japan's rul- 
ing Liberal Democratic Party. 

This unsolved case of alleged 
corruption - involving banks, 
senior politicians and an exqui- 
site Y4bn (E23m) traditional 
folding screen - has resur- 
faced this week, at a particu- 
larly bad time for Mr Noboru 
Takeshita, the former prime 
minister. 

He is to appear before parlia- 
ment next week - with Mr 
Ichiro Ozawa, a former LDP 
secretary-general - to answer 
questions over a separate scan- 
dal involving illegal donations 
by a road haulage company, 
Tokyo Sagawa Kyubin. 

Opposition parties delayed 
tbe passage of tbe budget for 
tbe fiscal year to begin in 
April, so as to force the LDP to 
offer the two politicians for for- 
mal questioning. This will be 
the third such appearance in 
recent months by Mr Take- 
shita. 

Simultaneously, a former 
auditor at Heiwa Sogo. the 
small bank at the centre of the 
screen mystery, is on trial for 
commercial breach of trust, 
and is expected to explain at 


least part of the background to 
the mystery in coming days. 
His testimony could provide 
opposition politicians with a 
further opportunity to under- 
mine Mr Takeshita, who has 
resisted demands that be 


resign from parliament. 

The gold-leaf screen mystery 
began in 1985, when there was 
a struggle for the control of tbe 
ailing Heiwa Sogo, and four of 
its executives sold the screen 
for Y4bn to a Toyko art gal- 


lery. It had just been valued at 
only Y50Om. Some of the sale 
proceeds were used to buy 
shares in Heiwa Sogo, but It 1 a 
alleged that other funds were 
given to politicians. Including 
YSOOm to a secretary to Mr 
Takeshita. according to court 
testimony by former execu- 
tives at the bank. 

But the secretary, Mr Ihei 
Aoki. who Is at the centre of 
the mystery, committed suicide 
in April 1989 amid another 
scandal, the Recruit stocks-for- 
favours affair. This was the 
scandal which ultimately 
forced Mr Takeshita to resign 
as prime minister. 

Japanese prosecutors are 
also attempting to link the sale 
of the golden screen to the 
eventual takeover of Heiwa 
Sogo by Sumitomo Bank in 
October 1986, though there is 
no suggestion that the latter 
bank has done wrong. 

Mr Takeshita, who knew 
executives at bath banks, is 
believed to have played a role 
in bringing them together, and 
opposition politicians want to 
him to clarify whether he saw 
Y300m. 

Late last year, Mr Takeshita 
said the affair was also a mys- 
tery to him. 


By Robert Thomson in Tokyo 

A GOVERNMENT advisory 
panel has recommended that 
companies be required to 
appoint independent auditors, 
in an attempt to make corpo- 
rate Japan more transparent 
and less prone to scandal. 

The Justice Ministry is likely 
to draft legislation to amend 
the commercial code based on 
the panel's recommendations, 
but the changes will be 
opposed by many companies, 
as auditing has traditionally 
been an in-house operation in 
Japan. 

A spate of securities industry 
scandals and demands for 
increased shareholder rights 
prompted the panel's review, 
which included a study of 
whether companies should be 
able to buy their own shares. 
No formal recommendation 
was made on this controversial 
issue. 

But the panel did recom- 
mend that shareholders should 
have improved access to com- 
pany accounts. 

Under present legislation, 
shareholders must have at 


least a 10 per cent stake in the 
company before getting access 
to the account books, but the 
minimum shareholding needed 
is likely to be reduced to 3 per 
cent. 

That change, and a simpler 
court Sling process for class 
actions, are in line with US 
demands for an improvement 
in shareholder rights in Japan. 

The demand was made dur- 
ing the bilateral Structural 
Impediments Initiative (SID 
talks, designed to reduce tbe 
“structural" obstacles to trade. 

The panel also recommended 
that restrictions on corporate 
bond issues be eased, in partic- 
ular a requirement that compa- 
nies mast issue bonds to a 
total less than twice the net 
value of its assets. 

Corporate bonds are becom- 
ing increasingly popular 
among Japanese companies, 
but there are still strict limits 
on bond trading and issuan ce . 

These and other recommen- 
dations. approved yesterday by 
a subcommittee in the justice 
ministry, are scheduled to be 
formally presented to the jus- 
tice minister later this month. 


and then to a cabinet meeting 
next month. 

If the panel's proposals are 
adopted, an auditor's term will 
be extended from two to three 
years, while companies capital- 
ised at Y500m <£2.6m1 or more, 
or with debts of Y20bn or 
more, must appoint three audi- 
tors, one more than is now 
required. 

But most controversial is the 
requirement that one of three 
auditors should be indepen- 
dent Japanese companies have 
traditionally appointed audi- 
tors from among middle-man- 
agers passed over for promo- 
tion to the senior ranks or 
from among executives due to 
retire but wanting to maintain 
a presence within the com- 
pany. 

Auditors still generally 
regard themselves as part of 
the company and it is highly 
unusual for them to find fault 
with financial statements. 

By the panel's standards, an 
independent auditor is an indi- 
vidual who has not worked Cor 
the company, or any of its sub- 
sidiaries, during the past five 
years. 


India’s exports fall by 12.5% 


Native-born PM ends reign of Chiang Kai-shek’s old comrades 

Taiwan breaks with the political past 


By Stefan Wagstyi 
In New Delhi 

INDIA’S exports in December 
fell 12.5 per cent to $1.48 bn 
(£980m), against tbe equivalent 
month in 1991, due to weak 
demand in tbe former Soviet 
Union, the disruptive impact of 
a prolonged domestic airline 
strike and unrest following 
destruction of the Ayodhya 
mosque. 

The figures, released yester- 


day. confirm the damage done 
to foreign trade by disruption 
to travel caused by the strike, 
and through the violence in 
Indian cities after the mosque 
was sacked on December 6. 

The fell in exports will hit 
hopes of achieving a target of 
10 per cent export growth in 
tbe year to the end of March 
1993. A boost to exports is a 
key element in India’s eco- 
nomic reform programme. It 
needs them to pay for imports 


of oil and capital equipment. 

Imports in December grew 
2.6 per cent to $1 -94bn. making 
for a monthly trade deficit of 
$460m. For the nine months to 
end-December. the deficit was 
$3.55bn. more than double the 
$1.63bn In the equivalent 
period of 199L 

Exports rose 3.4 per cent, 
with those to countries outside 
the former Soviet bloc up 11.4 
per cent Imports for the nine 
months rose 16.5 per cent 


By Simon Davies 

PRESIDENT Lee Teng-hui has 
taken a big step towards purg- 
ing Taiwan of its political dom- 
ination by the ageing support- 
ers of Chiang Kai-shek, its 
founder, by appointing the first 
native Taiwanese, Mr Lien 
Chan, to be prime minister. 

Taiwan has been shaken by 
political instability in recent 


months, as former Nationalist 
soldiers have fought to retain a 
vestige of control within the 
ruling Kuomintang (KMT) 
party against President Lee’s 
reformist Mainstream fection. 
The old guard has finally lost 
The stock market surged ini- 
tially on the long-expected 
news, seen as providing a seal 
of approval for President Lee’s 
pro-business policies. But a 


late sell-off by profit-takers led 
yesterday’s Taipei index to 
dose 59 points lower at 3£7& 

Mr Lien, 56, former governor 
of Taiwan Province, is from 
one of Taiwan’s wealthiest 
families. 

Deemed an uncharismatic 
man, he is expected to act as 
an executive lieutenant to Mr 
Lee, without providing any 
political challenge. With Mr 


Lien’s appointment President 
Lee is finally in a position to 
push forward a democratic 
reform programme with a min- 
imum of opposition from 
within his own party. 

His success has surprised 
many analysts, following his 
poor performance in Decem- 
ber’s parliamentary elections 
when the KMT received its 
lowest-ever vote of 53 per cent. 


Israelis 
kill two 
in Gaza 
clashes 


ISRAELI soldiers yesterday 
shot dead two Palestinians and 
wounded at least four others, 
one of them an 11 -year-old boy. 
during clashes in the occupied 
Gaza Strip. Renter reports 


from Jerusalem. 

The army confirmed soldiers 
had killed two Palestinians but 
gave no details on the 

wounded. . „ 

Palestinians in the Gaza 
Strip said soldiers manning an 
armv post in Jabalya refugee 
camp shot and wounded sev- 
eral people when a crowd of 
youths stoned them. 

In the business district of 
Arab East Jerusalem, border 
police fired live rounds into the 
air and shot tear gas and rub- 
ber bullets at demonstrators 
who threw* stones and burned 
tyres, police said. 

Four curs were damaged but 
no one was wounded in the 
East Jerusalem clash, which 
began when police arrested 
two youths after au Israeli bus 
was stoned. A third Palestinian 


Iraq rejects 
deal over 
jailed Britons 

Iraq yesterday turned down an 
appeal to release two Britons 
serving long jail terms for ille- 
gally entering the country, the 
head of the British Red Cross 
said. Reuter reports from 
Baghdad. 

Mr Michael Whitiam. direc- 
tor general of the British Red 
Cross, said he had offered 
Iraq's deputy prime minister. 
Mr Tariq Aziz, further humani- 
tarian assistance to the Iraqi 
people if Mr Michael Wain- 
wright and Mr Paul Ride were 
set free. Mr Wain wright. 42. 
was sentenced to 10 years after 
cycling into Iraq from Turkey 
last May. Mr Ride. 33. was 
jailed last August for seven 
years for straying across the 
border from Kuwait 


Rwanda rebels 
make offer 
of a ceasefire 

Rwandan rebels yesterday said 
they were ready to end three 
days of fighting with govern- 
ment forces but would not 
withdraw from territory they 
had captured, Reuter reports 
from Kigali. 

The fighting raged on in 
northern districts as the rebel 
Rwanda Patriotic Front’s clan- 
destine radio station broadcast 
the announcement 

Refugees continued to trek 
into Kigali. Food was growing 
scarce in the city and prices 
have shot up amid panic buy- 
ing. The fighting was the worst 
flare-up since a ceasefire was 
agreed last August 


Mitterrand 
urges end 
to Hanoi 
embargo 

FRENCH President Francois 
Mitterrand, the first western 
head of state to visit Vietnam, 
yesterday urged President BUI 
Clinton to Uft the US embargo 
imposed on Hanoi In 1964. 
Reuter reports from Hanoi 

After a two-day visit to 
Hanoi. Mr Mitterrand 
described the embargo as “an 
anachronism". Washington 
extended tbe embargo to all of 
Vietnam in 1975, when Hanoi’s 
communists defeated the US- 
backed Saigon government 
and reunified the country. 

Mr Mitterrand announced on 
Tuesday that France would 
double its 1992 aid to Vietnam 
this year. France gave Viet- 
nam S3ttm (£23. 6m) In 1992. 
Yesterday, he said seven 
top-level co-operation agree- 
ments had been signed 
between the two countries. 

Vietnam, bit three years ago 
by the suspension of Soviet aid 
and now starved for capital, 
had approached France “with 
outstretched hands" Mr Mit- 
terrand said. 

He said it was appropriate 
for France, giren its past Ues 
with Vietnam, to be the first 
western country to help It 
reintegrate into the world 
community. 

Mr Mitterrand yesterday vis- 
ited Dien Bicn Pbu, where 
forces led by Gen Vo Nguyen 
Giap defeated a key French 
army unit in 1954, thus bring- 
ing an end to colonial rule. 

• Reuter adds: Alcatel of 
France yesterday signed as 
agreement with the Vietnam- 
ese Post and Telecommunica- 
tions Authority to create a dig- 
ital switching joint venture 
called Alcatel Network 
Systems Vietnam. 


UN soldiers fail to pacify the killing fields 

The Cambodian peace keepers were welcomed with relief a year ago but their popularity is waning, writes Victor Mallet 


T HEY came at midnight, 
a dozen men firing auto- 
matic weapons and gre- 
nades at a crowd of villagers 
who were dancing and watch- 
ing videos outside a Buddhist 
temple. 

The party a few nights ago in 
the village of Sret, 12 miles 
east of Siem Reap and tbe 
ancient Khmer monuments of 
Angkor, was an annual festival 
in memory of a former abbot. 
Eight people were killed, 
including a 13-year-old girl. 

Nobody Is sure who carried 
out the attack or why, but 
Khmer Rouge guerrillas are 
among the suspects; three or 
the dead were government 
policemen. 

Two days later the village 
looked sleepy and surprisingly 
cheerful. Yes, the inhabitants 
agreed, they were frightened at 
night now, but they had lived 
through bad times before. 

They had survived the rule 
of Prince Sihanouk in the 1960s 
and 1960s, the dictatorship of 
Lon Nol. who overthrew the 
prince, the terror of the Khmer 
Rouge guerrillas who ousted 
Lon Nol. and the Vietnamese 
invasion which got rid of the 
Khmer Rouge. Now they had 
Untac. 

Untac - the UN Transitional 
Authority in Cambodia - was 
Immensely popular when it 
was established In March last 
year because Cambodians 
thought it would stop the kill- 
ing. fi has foiled to do so, and 
Its popularity is waning fast. 

Bangladeshi troops are sta- 
tioned three miles from Sret, 
but they did nothing because 
the attack on the village lasted 
only five or 10 minutes before 
the gunmen melted Into the 
countryside. 

It was not an isolated inci- 
dent. In the early hours of yes- 
terday morning gunmen, some 


Cambodia: the peace keepers and the peace breakers 

Untac infantry 
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© Other recent dashes 

Swn* Untod Nations Tranrttonat Authority ki CamtaSa (Umae) 


of them ou motorcycles, 
attacked Siem Reap with guns 
and grenades, killing at least 
two Cambodians and firing at 
Untac’s p re- fabricated offices. 

Mr Yasushi Akashi. tbe bead 
of Untac. said he viewed tbe 
assault with “the utmost seri- 
ousness”. Siem Reap is Cam- 
bodia's main tourist destina- 
tion. ah d President Francois 
Mitterrand of France is due to 
go there this week to see tbe 
temples of Angkor. 

The failure of the UN’s larg- 
est peace keeping operation, 
with its S2bn (£i-3bn) budget 


and its complement or 22,000 
soldiers and civilians, is as 
damaging for the reputation of 
the UN as it is for the hopes of 
tbe Cambodian people. 

Untac has succeeded neither 
in bringing about the ceasefire 
agreed by all the factions at 
the Paris peace conference in 
1991. nor in curbing banditry. 

Mutilated corpses are still 
seen floating down the Mekong 
river, and government troops 
continue to extort money from 
passing cars and river boats. 

In one particularly humiliat- 
ing Incident on a road north of 


Phnom Penh last month, 
unarmed Untac troops from 
Poland saw soldiers shoot dead 
tbe driver of a van that bad 
foiled to stop at a casual road- 
block; then the Poles watched 
helplessly as the soldiers killed 
the two passengers in the van 
in cold blood. 

Untac’s reputation has been 
further undermined by traffic 
accidents involving tbe UN’s 
big white cars as well as the 
inevitable problems of whoring 
and drinking in a country 
where both are cheap. 

There have been successes. 


Indian array doctors at the 
Untac field hospital in Stem 
Reap, for example, have been 
treating dozens of Cambodians 
for tuberculosis. 

The continuing repatriation 
of 370.000 refugees from Thai- 
land has been running much 
more smoothly than expected; 
and Untac electoral officers 
have registered 4.7m Cambo- 
dians for the general election 
In May. 

But even these successes are 
now at risk. In its announce- 
ment last week of a govern- 
ment offensive against the 


Khmer Rouge. Untac disclosed 
that some returned refugees 
had been conscripted by the 
government and used as forced 
labour. 

Worst of all, there are doubts 
about whether Untac can 
ensure that the elections are 
“free and fair", as required 
by the Paris peace accords. 
Yesterday Mr Akashi acknow- 
ledged that he was “still not 
satisfied that the conditions for 
free and fair elections can be 
met". 

The troops and guerrillas of 
the four main factions should 
by now have been regrouped in 
cantonment areas and dis- 
armed, but the disarmament 
process was abandoned when 
the Khmer Rouge refused to 

co-operate. 

UN military observers say 
the civil war. now essentially 
between tbe Vietnamese- 
installed government and the 
Khmer Rouge, has intensified 
since 1991. and both sides are 
using their weapons to intimi- 
date voters. 

Khmer Rouge guerrillas, as 
well as refusing Untac officials 
access to most of their terri- 
tory in north-western Cam- 
bodia, have seized voter regis- 
tration cards from villagers In 
contested areas. 

Government soldiers are sus- 
pected of killing more than 20 
people working for the royalist 
party Funcinpec and have been 
accused by UN electoral offi- 
cers of widespread intimida- 
tion to the last few weeks. 

Untac’s response has been 
extraordinarily phlegmatic in 
the face of repeated setbacks. 
Lt-Gen John Sanderson, the 
Untac military commander, 
bas been nicknamed “No Prob- 
lem'* because of his apparently 
incurable optimism. 

Untac’s defence is that it 
cannot impose peace by force; 


it is for the Cambodians to ful- 
fil their obligations and for 
Untac to help them do so. 

Certainly Cambodians must 
accept their share of tbe 
blame. Prince Sihanouk, 
regarded by Cambodians and 
foreigners alike as the one man 
who might be able to broker a 
deal between the various fac- 
tions. bas been spending more 
time in Beijing than at home. 

The Khmer Rouge has 
flouted tbe peace agreement 
and the ceasefire from tbe 
start, while on tbe government 
side corrupt officials have 
filled their pockets with ill-got- 
ten gains in the expectation of 
losing much of their power 
after the election. 

If the elections go ahead as 
planned in May - and the 
expectation at the moment is 
that they will in spite of the 
fighting - Funcinpec is likely 
to emerge as the strongest 
party in the new assembly. 

The outcome of the resultant 
imbalance between political 
and military power is that 
Prince Sihanouk, who could 
become president, and his son 
Prince Ranariddh, the Funcin- 
pec leader and possible future 
prime minister, will probably 
try to construct a coalition to 
accommodate both the Khmer 
Rouge and the present regime. 

Not everyone believes it will 
be possible to reconcile tbe two 
factions which are even now 
fighting each other across 
much of northern and western 
Cambodia. "I think regardless 
of what happens during the 
elections, you’re going to have 
civil war immediately after- 
wards." says one senior Untac 
military officer, “f think it’s 
going to be pretty intense, and 
I think it will reach Phnom 
Penh.” That view is a pessimis- 
tic one. but it is not unique. 

See Editorial Comment 
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NEWS: AMERICAS 


IMF seeks consistent p rogramme 
before economic targets can be set 

Camdessus 

takes firm 
line on Brazil 


By Christina Lamb 
in Rio de Janeiro 

MR Michel Camdessus, 
managing director of the Inter- 
national Monetary Fund, has 
told Brazil it must present an 
economic programme before 
full-scale negotiations can 
begin on a new accord. 

The decision was a disap- 
pointment. though no great 
surprise, to Mr Paulo Haddad, 
economy minister, who has 
been in Washington this week 
for his first round of meetings 
with multilateral financial 
institutions and members of 



Camdessus: fact-finding 


the US administration. 

His main aim was to discuss 
with the IMF the targets for a 
,■* new accord in place of a $2.lbn 
** (£1.4bn) stand-by, signed in 

January last year, which col- 
lapsed after the initial payment 
because of Brazil's failure to 
meet conditions. 

Mr Rubens Pontes, the min- 
isters chief of staff, said yes- 
terday that the meetings bad 
gone well: “We didn’t expect a 
red carpet, given Brazil's poor 
record of meeting IMF targets. 
But. in the circumstances, the 
reception was almost warm 
and the fund is definitely dis- 
posed to collaborate." 

Mr Camdessus accepted Mr 


Haddad’s request to use the 
last accord as a basis for tbe 
new one, rather than negotiate 
from scratch. However, he 
insisted that, Brazil must put a 
consistent economic pro- 
gramme in place before new 
targets could be set. 

Mr Pontes said that the 
absence of a programme so far 
was a reflection of the new 
government's “more realistic 
stance. We are trying to clean 
the house and resolve a series 
of structural problems before 
formulating a programme.” 

Consequently the IMF mis- 
sion due in Brazil on March 1 
is likely to remain of a factfind- 
ing rather than negotiating 
nature. Matters may be compli- 
cated by President Itamar 
Franco’s decision that future 
meetings of the IMF and Bra- 
zilian government will include 
representatives of Congress. 

Brazil is anxious for a new 
accord in order to move 
towards concluding the 
restructuring of $44bn in for- 
eign debt, for which must it 
put up 532bn in collateral, half 
of which it hopes to obtain 
from multilateral institutions. 

But Brazil's continuing high 
inflation remain a thorny 
issue. The Rio-based Getulio 
Vargas Foundation index put 
January inflation at 29.82 per- 
cent However, economy minis- 
try officials point out that 
some first-year targets of the 
last accord were surpassed. 
Foreign exchange reserves, for 
example, are at a record S19bn 
and the operational deficit for 
1992 was less than expected, at 
1.9 per cent of GDP. 

During his trip to Washing- 
ton. Mr Haddad also held talks 
with Mr Lloyd Bentsen, US 
treasury secretary, but did not 
seek US support in that meet- 
ing. 

“With Secretary Bentsen, we 
only had an exchange of infor- 
mation. There is no [commit- 
ment} from the Treasury so 
for," he said. 


Poll ‘won’t overturn’ Mexican austerity 

Finance minister assures Damian Fraser tight economic policies will stay despite 1994 election 



Aspe: ‘We do not use stop-go policies' 


M EXICO’S government will 
maintain its tight fiscal and 
monetary policy throughout 
next year, and expects little increase 
in economic growth from this year, 
according to Pedro Aspe, the finance 
minister. 

The austere economic policy, if 
adhered to, would disappoint those in 
and out of Mexico expecting a signifi- 
cant relaxation in the approach to the 
1994 presidential election. The govern- 
ment intends to run a budget surplus 
of 1.7 per cent of gross domestic prod- 
uct this year and, through its commit- 
ment to a stable exchange rate, has 
allowed one-year interest rates to rise 
to about 19.7 per cent - about ten 
percentage points more than proj- 
ected year -on-year infla tion 
The tight economic policy slowed 
growth last year to an estimated 2.S 
per cent, far below the government’s 
original aim, and has been widely crit- 
icised for being too cautious. Tbe 
commitment to maintain the tight 
programme suggests the government 
has given up its target of reaching 6 
per cent growth by the end of the 
administration of President Carlos 
Salinas de Gortari. 

Mr Aspe said in an interview: “We 
are going to stick to exactly the same 
policy and [expect] growth this year 
of 3 per cent and next year - maybe a 
little more but nothing spectacular.” 
Fiscal and monetary policy’ “has been 
exactly the same in 1989. 90, 91. 92. 93 
- and it will be exactly the same in 
1994. We do not use stop-go policies." 
Mr Aspe remains committed to 


reduce inflation to single digits 
which, on an annual basis, may hap- 
pen as early as next month, and then 
to the levels of Mexico's main trading 
partners. The central bank reported 
inflation of 1.3 per cent in January, 
u-hich is by tradition a high-inflation 
month. This was the lowest inflation 
for January since 1975. 

The finance minister is not con- 


The tight policy 
has been widely 
criticised for being 
too cautious 


vinced a loosening of policy would 
help the ruling Institutional Revolu- 
tionary Party in the presidential elec- 
tion. “People would notice immedi- 
ately and say: ’Oh my God what are 
they doing? We are going to have fun 
for six months and then a mess 
again.' You cannot fool around with 
fiscal and monetary policy." 

The Mexican government freely 
admits economic growth in the short 
term remains at the mercy of tbe pro- 
posed North American Free Trade 
Agreement, whose swift passage 
through the US Congress depends on 
the Mexican and the US administra- 
tions reaching prompt agreement on 
parallel accords on labour and the 
environment. 

If Nafta is passed in the US. capital 


flows into Mexico would almost cer- 
tainly increase, and interest rates 
could be lowered without endangering 
the exchange rate target of a maxi- 
mum roiling devaluation of 0.4 of a 
peso per day t4.6 per cent a year*. 
Indeed, the government is so con 
vinced that Nafta would sharply alter 
expectations of future growth in 
Mexico that it has discussed ways to 
prevent excessive capital inflows fuel- 
ling inflation. 

If Nafta is not passed - which the 
Mexican government considers highly 
unlikely - the government may find 
it difficult to finance the growing cur- 
rent account deficit, expected to be 
more than S20bn this year. Govern- 
ment officials, however, are open ro 
increasing the maximum rate at 
which the peso is devalued, if that 
looks necessary. The government is 
not considering a one-off devaluation 

The government is also prepared to 
accelerate economic reforms if Nafta 
is not passed, in part to reassure 
financial markets. “We will have to 
speed up structural change" if N:ifls 
is not passed, says one senior official. 
“I think we can convince people to 
respond in this wa>. rather than 
shoot yourself in the foot [by revers- 
ing rcformsl." 

Political analysts have long specu- 
lated that rejection of Nafta would 
lead, in Mexico, to a nationalist back- 
lash and to pressure to slow or over- 
turn some of the present govern- 
ment's economic reforms. According 
to the official, it would lead to a faster 
opening of the economy. 


Union threatened over wage negotiations 

Bomb in Colombian oil town 


AT LEAST 12 people were 
killed and 20 wounded yester- 
day In a car bomb explosion in 
the Colombian oil refining 
town of Barrancabermeja. 
police said. Reuter reports 
from Bogota 

RCN radio, in a report from 
the town about 160 miles north 
of Bogota, said the death toll 
had risen to 14 after two of the 
wounded died from their 
wounds, but there was no 
immediate confirmation from 
police. 

Reports from the town said 
the bomb blew up five blocks 
from the headquarters of USO, 
Colombia’s powerful oil work- 
ers' union. USO is in wage 
talks with the state oil com- 


pany Ecopetrol and planned a 
national day of protest yester- 
day. 

Mr Cesar Carillo, president 
of the oil workers' union, told 
Caracol radio in an interview 
that the union had been threat- 
ened with violence during the 
last few days as a result of the 
wage negotiations. 

"We don't know if the vic- 
tims are union members or oil 
workers." he said. “The author- 
ities are still getting informa- 
tion. There Is a lot of confu- 
sion." 

Radio reports said Ecopetrol 
President Juan Maria Rendon 
was expected in Banancaber- 
meja at the time of the blast to 
inspect company installations 


but there was no suggestion 
that he might be among the 
victims. 

The last bombing in Colom- 
bia occurred on January 30 
when fugitive cocaine king 
Pablo Escobar allegedly set off 
a car packed with explosives in 
a busy Bogota shopping street, 
killing 21 people and wounding 
dozens. 

There was no indication that 
drug traffickers might be 
responsible for the Barranca- 
bermeja blast The oil capital 
is. however, in the centre of a 
major guerrilla zone. Guerril- 
las have attacked gold and coal 
mines, oil rigs and pipelines, 
power lines, government 
installations and army patrols. 


Clinton signs orders to reduce 
government payroll and perks 


By Jurek Martin 
in Washington 

PRESIDENT Bill Clinton 
yesterday continued his attack 
on excessive federal employ- 
ment by signing executive 
orders designed to reduce the 
government payroll by 100,000 
over the next four years. 

He also directed departments 
to cut their management costs 
by 3 per cent a year over the 
next four years, to get rid of as 
many as one third of existing 
advisory boards and commis- 
sions, and to eliminate a wide 
range of the perks available to 
senior bureaucrats. 

The president estimated net 
savings of about S9bn and 


repeated his exhortation of 
Tuesday, when he announced a 
25 per cent reduction in the 
White House staff, that govern- 
ment must learn to get by on 
less. “This is only a beginning, 
not the end," he added. 

Additionally, Mr Bruce Bab- 
bitt. the interior secretary, 
announced that be was review- 
ing special bonus payments 
made to senior members of his 
department by Mr Manuul 
Lqjan. his predecessor. The 
leitmotif of Mr Clinton's drive 
to cut the size and cost of gov- 
ernment is the presumed 
excesses of the Bush and Rea- 
gan administrations. 

Most of the job savings will 
be achieved by natural wast- 


age, not redundancies, the 
White House said. All depart- 
mental plans must be in place 
by 1995. Total federal employ- 
ment is around 3m. including 
the notionally independent and 
800.000-strong postal service. 

. Mr Clinton was expected to 
make much of his symbolic 
lead in cutting federal spend- 
ing at a televised “town meet- 
ing" in Detroit, due to take 
place late last night. 

Mr Babbitt said his most 
interesting discovery was the 
“pony perk." a plan to expand 
a federally maintained eques- 
trian complex for the conve- 
nience of government officials. 
That particular plan is dead as 
of today," he said. 
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Japan’s discounts safeguarded 


By Robert Thomson in Tokyo 

JAPAN'S Fair Trade 
Commission has ordered the 
sales subsidiaries of four lead- 
ing electronics companies. Mat- 
sushita Electric Industrial, 
Sony. Hitachi and Toshiba, to 
allow retailers to discount 
their products without fear of 
losing supply contracts. 

An investigation by tbe FTC. 
the anti- monopoly body, found 
evidence that the four compa- 
nies had ordered large retailers 
not to discount the prices of 
electronics goods below certain 
specified levels. 

FTC investigators also said 
that at least one of the 
companies is believed to have 
offered incentives to retailers 
who complied with the pricing 
orders and threatened to cut 


supplies to retailers who dared 
to discount deeper than the 
recommended leveL 

The case highlights the close 
relationship between each of 
the four companies and their 
extensive network of small 
dealers, who are believed 
to have complained to the com- 
panies that their sales were 
hurt by discounting by larger 
retailers. 

A recent flurry of activity 
by the FTC follows past 
complaints by US trade 
officials, who alleged that the 
Commission was unwilling or 
unable to enforce Japan's anti- 
monopoly laws. They 
demanded that the Commis- 
sion’s investigative staff be 
strengthened. 

The Commission’s investiga- 
tions have almost doubled in 


the past two years, but US offi- 
cials have continued to suggest 
that the FTC is unwilling to 
tackle the country’s better 
known companies or unravel 
the often complex relationships 
between large manufacturers 
and retailers. 

The present case is linked to 
an FTC order to Japanese man- 
ufacturers in July 1991, making 
clear that retailers were free to 
set their own prices. 

Last year, sales arms of the 
four electronics companies 
Indicated to the FTC that they 
would abide by the advisory, 
but investigations into their 
trading practices continued. 

If the electronics companies 
defied the ETC’s order, they 
could be fined, but they indi- 
cated yesterday that executives 
would “study" the order to see 


how it affected their business 
practices. 

• Sumitomo Chemical of 
Japan and Rhone- Poulenc, are 
forming a joint venture com- 
pany to develop and market 
agricultural chemicals in 
France, Michiyo Nakamoto 
adds from Tokyo. 

Sumitomo, which has a 
worldwide agrochemical busi- 
ness worth about Y6bn 
f£31.9mj to Y7bn and is a 
leader in tbe field in Japan, 
will own a large majority share 
of the new company, the com- 
pany said. The joint venture, to 
be staffed mainly by Rhone- 
Pouienc employees, will mostly 
market the French company's 
products, but is expected to to 
develop and market Sumi- 
tomo's agrochemicals in 
future. 


Indonesian 
paper mill 
for India 

By Kunal Bose In Calcutta 
and Stefan Wagstyl 
in New Delhi 

SINAR Mas, an Indonesian 
industrial group, plans to build 
a Rs3hn iriHm) paper mill in 
India. . , 

The company. Indonesia s 
second largest combine, is sub- 
mitting a proposal to the 
Indian government for a 
200.00 m tonnes u year paper 
mill. The mill would import 
pulp for conversion into paper 
for sale in India and other 
south Asian countries. 

The project is one of several 
investment schemes in India 
proposed by foreign companies 
since Ihe government of Mr 
p V Narasimha Rao. the prime 
minister, embarked on eco- 
nomic liberalisation in mid- 
Hi**!. The authorities last year 
apin lived investments totalling 
almii l $1.3Lm. But the actual 
11, nv of funds has been much 
smaller around SLWOm.Uis 
not clear how quickly amar 
Mas will go ahead with its 

K Raina. a leading 
executive m the Indian paper 
industry wlm is to head the 
Indonesian groups Indian 
operation, said Ninar ■ Mas 
wmtld invest a total of Sl&n in 
India over five years in 
iimicet-i including the papvr 


Construction expected to start this year 

Consortium meets to agree 
Argentina-Chile gas pipe 


By Leslie Crawford 
In Santiago 

A GROUP of Chilean. Spanish 
and Italian companies will 
meet Argentine natural gas 
producers this week to finalise 
the supply contracts for a Slbn 
(£600m) trans-Andean gas 
pipeline that will export 
gas from Argentina to 
Chile. 

The consortium - formed oy 
Chile ctra and ENAP of Chile, 
Italgas and SNAM of Italy, and 
Gas Natural and Enagas of 
Spain - wants to tap the 
natural gas fields in southern 
Argentina. 

It will then transport gas 
across the Andes, along a 
1,200-km pipeline to Santiago, 
the Chilean capital. 

The pipeline is the biggest 
infrastructure project between 
neighbouring countries in 
Latin America since the 
international debt crisis of the 
1980s put a halt to ambitious 
schemes of what were then 
military governments In the 
region. .. - 

Pre-feasibility studies for the 
pipeline have been completed 
and the consortium has 
retained Chase Manhattan 
Bank of the US to act as 
adviser for the financing of the 


Construction began this 
month on a 425km oil pipeline 
that will link oil fields in 
southern Argentina to Chilean 
refineries In the southern 
ports of Talcahuano and San 
Vicente, Leslie Crawford 
writes. 

The $3O0m project Is being 
built by foe two state oil 
companies, ENAP of Chile 
and YPF of Argentina, and 
by Banco Rfo de la Plata, an 
Argentina bank. The pipeline 
through the Andean 
mountains is the first project 
of its kind between the two 
neighbouring countries. It is 
expected to reduce Chile’s 
oil Import bill by cuffing 
transport costs - ENAP now 
Imports oil from Africa. 

The pipeline will also allow 
Argentina to ship oil to the 
Far East from Chilean ports 
on the Pacific Ocean. 

project 

Construction work is 
expected to begin this year, 
with completion scheduled for 
eariy-1996. 

"The pipeline makes 
economic sense for the two 
countries,” says Mr Brian 


O’Neill. Chase Manhattan's 
senior vice-president for 
corporate finance. 

“Argentina is In a strong 
position to become an energy 
exporter, while Chile clearly 
needs to burn cleaner fuels,” 
he said. 

Chilean energy officials back 
the project as a means to 
convert industry, buses, taxis 
and other fleets of vehicles to 
compressed natural gas, 
thereby reducing the smog 
that is suffocating 
Santiago. 

Mr O’Neill believes that, if 
the trans-Andean pipeline is a 
success, Argentina will be able 
to set its sights on exporting 
natural gas from its northern 
fields to the state of Sao Paulo 
in Brazil, that country’s 
industrial heartland. 

Chile’s recent return to 
international standards of 
creditworthiness also makes 
the financing of the Slbn 
project more apt to be feasible. 

Chase Manhattan envisages 
a blend of funding options, 
including bilateral government 
credits, commercial bank loans 
and tapping of the Chilean 
capital markets, as well 
as a significant equity 
component from tbe companies 
involved. 


Potholes in the private 
road to public utilities 

John Murray Brown reviews Turkey’s BOT system 


Qatar to 

increase 

steel 

production 

By Mark Nicholson in Cairo 

QATAR’S state-owned steel 
company, Just emerging from 
cumulative losses of SlOOm in 
the 1980s, is set to award a 
$2 75m (£l82m) contract to 
nearly donble capacity with 
tbe aim of exporting to Far 
Eastern markets. 

Qatar Steel Company 
(Qasco), which is 70 per cent 
owned by the Qatar govern- 
ment, said 25 foreign compa- 
nies have submitted bids for 
tbe project and a decision is 
expected within weeks. Hr 
Nasser ai-Hansoori, head of 
the company, was quoted In 
the United Arab Emirates 
newspaper al KhaJeeJ as say- 
ing that building would begin 
before the end of this year. 

A new plant will be built 
under the expansion to raise 
capacity from the present 
580,000 tonnes of reinforced 
steel bars by between 300,000 
tonnes and 500,000 tonnes. Tbe 
company's present plant, built 
in 1978 at a cost of 5300m, has 
for several years been operat- 
ing at around 70 per cent of its 
design capacity. 

Qatar plans to capitalise on 
its considerable resources of 
cheap gas from its north field 
operations. 

Mr al-Mansouri said Qasco 

will have to double its paid-up 
capital of $82m which, be said, 
would be welcomed by the 
company's present foreign 
partners. Two Japanese 
groups, Kobe Steel and Tokyo 
Boekl, hold 20 and 10 per cent 
of Qasco respectively. The 
company would not comment 
on how the recapitalisation 
and expansion would affect its 
shareholding structure. 

Qasco last year made sales 
of 5192m and record profits of 
540m, largely through sales to 
neighbouring Gulf countries, 
Algeria, Iran and Egypt Tbe 
group's recent profits have 
enabled it to clear deficits 
Incurred during the mid-1980s 
and Mr al-Mansouri said the 
company expects to complete 
repayment by next year of 
loans taken to build Qasco’s 
existing plant 

The company is aiming to 
broaden its market , towards 
the potentially vast Iranian 
market and the Far East 


S IR ROY Watts, chairman 
of Thames Water, the pri- 
vatised UK water author- 
ity. must have thought the 
deal was in the bag when be 
flew to Ankara last Friday to 
sign up for a 5700m (£460ra) 
dam project using the Build 
Operate and Transfer BOT 
form of financing, a concept 
pioneered by Turkey. 

As it turned out. there 
appeared still to be some 
details to attend to. Thames 
now hopes to initial an imple- 
mentation agreement in the 
next couple of weeks, but that, 
as a number of contractors 
have discovered, is just the 
first hurdle. 

The attempt to revive BOT, a 
method of franchise financing 
which uses private sector debt 
to fund public infrastructure, 
reflects the desperate state of 
public finances in Turkey. The 
move also underscores a per- 
sonal rivalry between Prime 
Minister Suleyman Demirel 
and the man who more or less 
invented the BOT concept. 
President Turgut Ozal. 

Under BOT. a contractor 
owns a plant for a set period 
- in Thames’ case 15 years 
- before transfering it to the 
public utility. The contractor 
arranges finance, repaying the 
debt with revenues generated 
from the project 
Turkey is currently looking 
at three big schemes. The 
Thames Water project at Izmit 
south-east of Istanbul, involves 
dam construction, pumping 
stations and more than 60 
miles of water mains. 

At Birecik on the Euphrates, 
a consortium led by Philipp 
Holzmann of Germany is 
looking at a DM2bn (£800m) 
hydro-electric scheme. 

Discussions are under way 
with Enron, the US engineer- 
ing giant, on three combined 
cycle gas and oil power sta- 
tions at a total project cost of 
S2bn. 

The beauty of BOT is that it 
enables tbe government to 
finance public infrastructure 
“off balance sheet" as it shifts 
the risk from the government 
to the private sector. This is a 
key factor at a time when out- 
standing public and private 
external debt is $56bn. 

In addition, bankers argue 
that because the private sector 


is taking the risk, BOT will 
ensure more rigorous project 
disciplines. The onus is on the 
private sector developer to see 
the project is viable and can be 
completed on time - otherwise 
he cannot recover his costs. 

Another attraction is that 
the consortium's financing will 
typically incorporate an equity 
element, in effect bringing in 
foreign capital Investment 
which would not be available 
under a turnkey government 
project. 

However, wbere BOT has 
come unstuck is where discus- 


The beauty of 
BOT is that it 
lets government 
finance public 
infrastructure 
‘off balance 
sheet’ by 
shifting risk to 
private sector 


sion turns to the levels of guar- 
antee available in the securi- 
ties package. The traditional 
concerns are currency risk, 
resource risk and. most critical 
of all. protection against force 
majeure, where natural or 
other disasters prevent the 
contractor from completing, 
leaving the question as to who 
has to repay the banks. 

As a first stage, Thames has 
to sign an implementation 
agreement which gives the 
consortium the licence to sell 
water, hitherto the state’s legal 
monopoly. Perhaps inevitably, 
there is already some opposi- 
tion within Public Works, the 
agency handling state sector 
water projects, which is natu- 
rally reluctant to see its pow- 
ers curtailed by a private sec- 
tor developer in an area 
traditionally handled by gov- 
ernment 

Accounting for resource risk 
will be just as challenging. 
According to Chase Manhat- 
tan. which is advising Thames, 
the Izmit authority will under- 


take to buy 140m cubic metres 
of water a year. The terms of 
the offtake agreement in effect 
means the purchaser pays for 
the water whether or not he 
takes delivery - the only way 
these BOT schemes can hope 
to work. 

Thames has also to secure an 
offtake arrangement with the 
Istanbul water authority, 
under which the Izmit author- 
ity' will sell water on to its Ist- 
anbul counterpart. 

On the Birecik scheme, for 
example, where Chase is also 
the adviser, the consortium 
has to secure a sales agree- 
ment with TEK, the state 
owned power utility to buy the 
project's electricity. In addi- 
tion, an accord has to be struck 
with DSI, the state hydraulics 
corporation, to guarantee that 
the Ataturk dam upstream dis- 
charges a certain volume of 
water to enable Birecik's tur- 
bines to operate. 

The price has then to be 
agreed, denominated in a hard 
currency. On the Ankara 
metro scheme, one of the rea- 
sons BOT foiled to attract bank 
support was the difficulty 
matching the project’s external 
debt servicing needs with the 
Turkish lira revenue flows 
from the metro's tolls. 

If these problems seem sur- 
mountable. the parties arc 
expected to have more diffi- 
culty agreeing a formula in the 
case of force majeure interrupt- 
ing the revenue flows, and in 
turn affecting the ability 
of the developer to repay the 
banks. 

Chase is using a subordi- 
nated loan mechanism, in 
effect a standby facility which 
will repay the banks in the 
event of force majeure. Again, 
the Ankara metro, which the 
Treasury eventually decided to 
finance with a full sovereign 
guarantee, envisaged an unlim- 
ited subordinated loan, another 
reason that the BOT scheme 
collapsed. 

During construction. Chase 
has set the level of the loan at 
S270m. which falls away to 
S50m during the less risky 
operational period. However, it 
is still unclear who will be the 
subordinated lender. Some 
observers fear this could still 
prove tbe project’s Achilles 
heeL 
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Dozen pits may be saved without need for new law 


By David Owen 

THE draft policy document on 
the future oF Britain's threat- 
ened coal Industry has side- 
stepped most of the main 
recommendations of the Com- 
mons trade and industry com- 
mittee in favour of an alterna- 
tive plan to expand the market 
without new Legislation. 

The government hopes its 
approach will create an extra 
market of about 12m tonnes a 
year for domestic deep-mined 
coal, saving about a dozen 
of the 31 mines threatened 


with immediate closure. 

The latest government blue- 
print under discussion in cabi- 
net envisages expanding the 
market for deep-mined coal by: 

• Blocking imports of orlmul- 
sion - a bitumen-based fuel 
used on a limited experimental 
basis in some power stations. 

• Slowing the planned 
run-down of coal stocks. 

• Cutting output from open- 
cast mines. 

• Using subsidies to halt 
growth in coal imports. 

It believes it can avoid the 
committee's more radical pro- 


posals - halting purchases of 
nuclear-generated electricity 
from France, cutting the £l2tra 
domestic nuclear levy and 
postponing electricity market 
liberalisation - all of which 
would require new legislation. 

The committee's recommen- 
dations would result In an 
additional market of at least 
16m tonnes per year, implying 
more than half the threatened 
pits could be rescued, in an 
unusual move, the committee 
plans today to use a press con- 
ference to assert its proposals 
could be implemented for 


much less than the £500m orig- 
inally stated. 

A recent FT survey of the 
Conservative MPs most likely 
to rebel over coal indicated 
proposals to save between 12 
and 14 pits would safeguard 
the government’s Commons 
majority. But the government’s 
plan hinges on cajoling 
National Power and PowerGen, 
the two main electricity gener- 
ators for England and Wales, 
into signing new five-year con- 
tracts for coal purchases over 
and above the 40m tonnes next 
year and 30m in the subse- 


quent four years they have ten- 
tatively agreed to buy. 

Senior ministers are relying 
on the combination of a direct 
Treasury subsidy and the 
implicit threat of a Monopolies 
and Mergers Commission 
inquiry Into the generating 
industry to secure a deal 

They want the two genera- 
tors. In which the government 
retains a substantial 40 per 
cent interest, to sign a “heads 
of agreement” by tbe end of 
this month. 

While ministers acknowledge 
they are meeting resistance 


from tbe generators, which are 
not legally obliged to buy any 
coal, they think the promise of 
five years of stability in the 
industry will persuade them to 
back down. 

Mr Michael Heseltine, trade 
and industry secretary, has 
concluded that fresh legisla- 
tion would threaten prolonged 
rows at Westminster and pro- 
voke a backlash from the gen- 
erators’ non-coal suppliers. 

He has been advised that the 
government’s plan would not 
fell foul of the European Com- 
mission or the General Agree- 


ment on Tariffs and Trade. 

If agreement is reached, he 
will present the package to 
MPs as a strictly limited pro- 
gramme to phase out existing 
coal subsidies, emphasising 
that present arrangements for 
the electricity market involve 
an Implicit subsidy for coal of 
around £lbn a year. This 
would be reduced to £350m or 
less next year and to nothing 
by 1998. 

He will also emphasise that 
the deal will permit publica- 
tion of a bill to privatise coal 
this autumn. 


Ofwat urges 
companies 
to stop leaks, 
install meters 


By Bronwan Maddox, 
Environment Correspondent 

OFWAT, the water industry 
regulator, yesterday urged 
companies to plug leaks in 
water mains and install more 
water meters rather than build 
expensive new reservoirs to 
meet growing demand for 
water. 

Mr lan Byatt, Ofwat's direc- 
tor-general, said meters were 
installed in only 5 per cent of 
households. But he warned 
that some metered customers 
had been charged too much for 
water. 

According to Ofwat, steps 
the companies are taking now 
will account for a quarter of 
the rise in water bills above 
the rate of inflation between 
1990 and 1995. 

Yesterday's report by Ofwat 
is the last in a series of consul- 
tation papers leading up to 
next year’s periodic review, at 
which it will reassess the basis 
for annual price rises for the 
first time since the December 
1989 privatisation. Wide differ- 
ences between the companies 
and the regulator have 
emerged on the question of 
how customers should pay for 
improvements. 

Ms Janet Langdon, director 
of the Water Services Associa- 
tion which represents the 10 
large water and sewerage com- 
panies, said yesterday: "We 
don’t think it’s yet clear that 
metering reduces demand - it 
is premature to conclude that 
ahead of the results of trials by 
the Department of the Environ- 
ment and the companies which 
will be completed later this 
year". 

She added: "We have a statu- 
tory duty to supply water and 
if it suddenly ran out there 
would be the most fantastic 
raw”. 

According to Ofwat’s report, 
average water bills for metered 
households in some regions 
were between £12 and £60 a 
year higher than for unme- 
tered households, and sewer- 
age bills were between £8 and 
£73 higher. The average annual 
household water and sewerage 
bill this year is £170. 


Mood of desperation haunts government 
T 


HERE are dark mutter- 
hogs again on the Tory 
backbenches. It is not so 
much panic, more a mood of 
resigned desperation. Each 
week it seems brings a fresh 
crisis, each crisis a fresh 
U-turn. 

The latest furore over Maas- 
tricht is symptomatic. Nothing 
new has happened. It has been 
apparent for months that the 
eventual vote on Labour's 
amendment to remove the Brit- 
ish opt-out from the social 
chapter would create an 
unholy alliance to threaten the 
government's majority. 

Lord Tebbit, Labour leader 
Mr John Smith and Mr Paddy 
Ashdown of the centrist Lib- 
eral Democrats have added 
nothing to their previously 


stated positions. Tbe latter two 
insist the treaty would survive 
the amendment. Lord Tebbit 
and his faithful band of Euro- 
sceptics in the House of Com- 
mons are in ironic agreement 
with the foreign office that 
insertion of the social chapter 
would wreck the legislation. 

The vote is at least four, and 
possibly as many as eight, 
weeks off. A defeat would be a 
serious blow for Mr John 
Major. But It would be followed 
by a vote of confidence. The 
prime minister would win. The 
amendment could then be 
removed again at the bill's 
report stage. 

That the issue has caught 
alight so Ear in advance of Its 
denouement simply under- 
scores tbe brittle confidence of 


the government and its sup- 
porters. When there is no 
immediate crisis in sight they 
go in search of one. 

But it is not quite so hard to 
understand tbe undercurrents 
of anxiety among Tory MPs. 
The crumbling of confidence in 
the pound on financial markets 
has provided an awkward 
reminder that sterling crises 
happen outside as well as 
inside the exchange rate mech- 
anism. Economic recovery 
seems elusive. The chancellor 
is threatening to Increase 
taxes. Unemployment is head- 
ing above 3m. Friends in the 
City warn that Inflation might 
soon be a problem. 

The backbenchers have no 
simple or coherent remedy of 
their own. His intensive pre- 


budget consultations have left 
Mr Norman Lamont’s ears 
ringing with confusion. 

Some want Immediate tax 
increases - via the extension 
of Value Added Tax - to halt 
the haemorrhaging in govern- 
ment finances. Others insist 
that any significant rise in tax- 
ation eventually would send 
Mr Major the way of Mr George 
Bush. The favoured compro- 
mise is the announcement in 
March of modest tax increases 
to take effect in December. 

In truth the average Tory MP 
is as uncertain as the average 
cabinet minister abont how 
best to nurture sustained 
recovery. As Mr Lamont dis- 
covered to his cost, in such 
febrile times even a cut in 
interest rates can be mis-inter- 


preted. The reflex response of 
some has been to demand that 
Mr Major reshuffle his ministe- 
rial team - as if a few new 
feces around the cabinet table 
would somehow calm the mar- 
kets and fill the high streets. 

Mr Major does have a strat- 
egy. It is entirely rational. But 
It is hardly one he can shout 
from the rooftops: the prime 
minister intends that bis gov- 
ernment should survive the 
next six months. 

The prevailing assumption in 
the cabinet Is that until eco- 
nomic recovery is visible and. 
until the the party has stopped 
tearing itself, the government 
should be content to avoid 
defeats in the Commons. 

Philip Stephens 


Former minister 
defies party line 


THE “polecat adorned with 
ermine" - an epitaph he chose 
himself - was back- Lord Teb- 
bit demonstrated yesterday his 
flair for grabbing the headlines 
and shaping political debate at 
Westminster. 

Addressing journalists at the 
Commons, he said that when 
he Joined the House of Lords 
there must have been a good 
many in high, or even low, 
places muttering, ‘well that's 
got him nailed up safely In his 
political box’.” 

Not for the first time. Lord 
Tebbit, with his caustic anti- 
Maastricht plotting, was biting 
at the establishment that once 
fed him. 

He may have been flattering 
himself unduly. Elsewhere at 
Westminster, the reaction was 
more condescending than out- 
raged. Mr Douglas Hurd, for- 
eign secretary, was not pro- 
voked into a rebuttal. 
A government official sniffed: 
He is is yesterday's 
man." 

The 61-yearold former Con- 
servative party chairman, 
trade and industry secretary, 
and employment secretary, has 
only a fraction of the influence 
he once held. At his height be 
was a dose ally of Mrs Mar- 
garet (now Baroness) Thatcher, 
former prime minister. 

He was the archetypical 


Ralph Atkins 

on Lord Tebbit 
- ‘polecat’ 
of the Tories 

Thatcherite minister, a state- 
educated boy who had worked 
himself to the top. His brash 
style fitted in a conviction- 
driven government He told the 
unemployed to get on their 
bikes to look for work. He was 
ambitious, privately harbour- 
ing ambitions to be Conserva- 
tive leader but left the govern- 
ment mainly to care for -his 
wife, who was badly injured 
when the IRA bombed the 
hotel used by the Tories during 
their 1983 conference. 

He did not however, have a 
personal following in the 
House of Commons and, after 
leaving office, earned disre- 
spect for raising immigration 
as a political Issue. Now he 
risks devaluing his credibility 
with each, ever stronger, out- 
burst 

His importance rests on the 
belief that he does, to some 
extent speak the mind of Bar- 
oness Thatcher - still a totem 
for the Tory right-wing. 

He is a master at rabble 
rousing, successfully dividing 
last October’s Conservative 



Lord Tebbit, at the peak of his career as Tory chairman, hails an ovation at the 1985 conference led 
by the then prime minister, Margaret Thatcher. He has since been branded a rabble rouser 


conference with an electrifying 
speech on Europe in front of 
Mr John Major and Mr Hurd. 
He Is an embodiment, perhaps, 
of the darker side of many 
Tories - enunciating their 
fears about an encroaching 
European state. 

But he has received a luke- 


warm reaction from some Tory 
Euro-sceptics. "We don't take 
our orders from Tebbit,'’ said 
one. “We will take our own 
decisions in our own time," 
said Mr James Cran, a promi- 
nent dissident 
Lord Tebbit may have dam- 
aged their tactics. One loyalist 


Tory said the Euro-sceptics’ 
debate about the opposition 
Labour party's amendment to 
the Maastricht treaty was 
peaking too earlier. 

But that may be too optimis- 
tic. Lord Tebbit's talent for 
self-resurrection la not 
exhausted yet 


London SE 
rules on 
trading to be 
investigated 

By Richard Waters 

THE Office of Fair Trading is 
investigating London Stock 
Exchange rules which have 
helped centralise share trading 
on the official UK market 

The rules guarantee that the 
exchange's share prices are 
always the best available on 
any electronic price system, 
encouraging investors to use 
the official market rather than 
trading outside the exchange. 

Unusually among interna- 
tional markets, the London 
exchange controls almost all 
the turnover of shares in com- 
panies it lists. The New York 
Stock Exchange has seen trad- 
ing seep away to rival systems 
in recent years, while the lead- 
ing European bourses have lost 
business to London. 

According to the Securities 
and Futures Authority, the UK 
regulatory body, less than 5 
per cent of turnover in UK 
companies’ shares takes place 
outside the exchange. 

The exchange’s rules forbid 
brokers and dealers from quot- 
ing better prices on any other 
electronic trading system. The 
regulations cover both the 
domestic stock market, prices 
for which are carried on Seaq 
(Stock Exchange Automatic 
Quotation system), and the 
international share market 
which has grown up rapidly in 
London In recent years on the 
back of the exchange’s Seaq 
international service. 

The OljT said it was looking 
at the exchange’s rules, "a9 
part of our continuing exercise 
of monitoring City rules and 
practices." 

The review comes as a num- 
ber of rivals are looking to 
challenge the exchange. Trade- 
point Financial Networks, a 
system headed by Mr Stanley 
Ross, a founding figure of tbe 
Eurobond market, last week 
completed efforts to raise Slim 
and plans to launch later this 
year. 

Instinct, the Reuters subsid- 
iary which has taken a sub- 
stantial share of US trading, 
has also made efforts to break 
into the London market over 
the past year. 


Music industry plays a familiar tune 
B 


OB Dylan was back in 
London this week, sing- 
ing his old hits. The 
critics complained that he 
seemed bored - if so, he was 
again capturing the spirit of a 
former age. 

Last year, the British music 
industry saw deliveries to 
record dealers drop 2.4 per cent 
to £692 .5m - the first fall since 
19S0. In the most difficult trad- 
ing conditions many in the 
music industry have seen, com- 
panies have fallen back on old 
and trusted names. 

Mr Simon Burke, managing 
director of the retail arm of Mr 
Richard Branson’s Virgin 
group, says: “There's been an 
undue emphasis on safe bets, 
like Cher, Madonna, Michael 
Jackson. They're eminently 
bankable, but they're not 
now," 

Music manufacturers and 
retailers report that other suc- 
cesses have been compilations 
of greatest hits by familiar 
names such as Pink Floyd, 
Cliff Richard, Queen, Gehesis 
and Simple Minds. Industry 


Michael Skapinker examines the reliance on ageing 
stars by manufacturers and retailers facing recession 


executives, meanwhile, say 
that although new names pop 
into the charts frequently, few 
have had a lasting impact. 

Mr Paul Conroy, managing 
director of Virgin Records, 
which Mr Branson sold to 
Thorn EMI last year, says: 
' There have been a lot of one- 
off hit singles. But the artists 
don't go off and develop acts. 
You look at the acts that there 
are and a lot of them are old 
people." 

Mr Burke says: “The 
strength of creative output is 
not as great as in the old eras 
of music, but these things go in 
cycles. During the L98Qs, music 
had a pretty good time, but 
you can't do that forever.” 

The drop in sate s has been 
particularly marked among the 
under-25s, usually a mainstay 
of the music business. The 
recession and the absence of 
new hits only partly account 


for the dearth of young buyers. 
Industry executives point to 
tbe large number of alternative 
leisure pursuits available, par- 
ticularly computer games. 

Mr Burke says although 
music sales in Virgin stores 
will be higher this year than 
last, it is teenagers buying 
computer games who will 
really lift profits. “There's a 
buzz around new computer 
game releases that there used 
to be 10 years ago around new 
music releases.” 


M 


r Brian McLaughlin, 
UK managing direc- 
tor of HMV, the 
music retailing arm of Thom 
EML says sales have been bet- 
ter among the 25-10 age group. 
"They're becoming a more 
important part of our business. 
They’re more interested in 
music than they’ve ever been." 

The compilations of old hits 


have sold particularly well to 
this group. Many were previ- 
ously vinyl record buyers who 
are now building up compact 
disc collections. 

A particular disappointment 
to the industry has been the 
feilure of classical music and 
opera to retain the sales 
momentum they built up in 
the late 1980s and early 1990s. 
The success of Nigel Kennedy, 
the British violinist, and tbe 
huge sales generated by the 
opera star Luciano Pavarotti 
raised tbe hope that classical 
music had extended its appeal 
to more British consumers. 

But Mr Burke says: “That 
burst of enthusiasm for classi- 
cal music was a bit of a flash 
in the pan. It was a trend based 
on a few artists and a few par- 
ticular works that people 
wanted.” 

The industry hopes that the 
success of the Classic FM radio 


station will regenerate interest 
in classical music. Some classi- 
cal compositions are still 
attracting buyers. A surprise 
success has been the Polish 
composer Henryk Gorecki's 
third symphony. 

Mr Rupert Perry, UK chief 
executive of EML says a music 
industry revival may be some 
way off. If past experience is 
any guide, he says, the music 
industry will recover a year 
after the rest of the economy. 

He and many of his col- 
leagues reject the recent accu- 
sation by Sir Malcolm Field, 
managing director of WH 
Smith, that manufacturers 
have kept CD prices too high 
and that they should cut them 
to stimulate sales. “WK 
Smith’s results weren't good, 
so he’s trying to point a fin- 
ger,” Mr Perry says. 

Mr McLaughlin says: “It’s 
always questionable that if you 
drop prices volume will go up. 
We’re not seeing any resis- 
tance to CD prices. CD sates 
are still growing, even during a 
recession." 



Export demand 
shapes pattern of 
regional recovery 


By Pater Norman, 

Economics Editor 

EXPORT demand is shaping 
the regional pattern of eco- 
nomic recovery in Britain, 
with industry in north-west 
England, Wales and Scotland 
reporting increased overseas 
orders following the devalua- 
tion of sterling after it left the 
European exchange rate mech- 
anism in September, according 
to a survey published yester- 
day. 

The latest quarterly survey 
of regional trends from the 
Confederation of British Indus- 
try and Business Strategies, an 
economic consultancy, found 
total manufacturing orders and 
output fell in all UK regions 
except Wales in the four 
months to January. 

Export orders increased in 
Wales. Scotland and north-west 
England between October last 
year and January, while manu- 
facturers in the north-west and 
south-west also increased their 
deliveries to overseas custom- 
ers. 

Manufacturers In all regions 
expect increased export orders 
In the first four months of this 
year. On balance, industrialists 
in all regions expect to deliver 
more products overseas, except 
in the east Midlands, the area 
of central England where 
export deliveries are expected 
to be unchanged. 

Tbe survey of 1JL73 UK com- 
panies, carried out between 
December 21 and January XI, 
found increased optimism 
about the business situation 
and export prospects over the 
next 12 months in all regions. 

Mr Charles Burton, Joint 
managing director of Business 


Strategies, said the Linkage 
between increased optimism 
and improved export prospects 
gave some hope that the expec- 
ted recovery would not be 
another false dawn. 

According to Mr Andrew 
Sentance. the CBI's director of 
economic affairs, business con- 
fidence improved most in 
south-west England, the west 
Midlands, Wales and south-east 
England. The smallest rise In 
optimism was reported in the 
east Midlands, northern 
England, Yorkshire and Hum- 
berside, East Anglia and 
Northern Ireland. 

The survey found manufac- 
turers in all regions expect 
increased orders in the first 
four months of this year but 
output is expected to grow less 
robustly as companies run 
down stocks. Companies in 
northern England anticipate a 
sharp reduction in stocks over 
the coming months with the 
result that output in that 
region is expected to continue 
felling. 

The outlook for jobs in man- 
ufacturing is bleak. Manufac- 
turing employment is expected 
to fall to 4.43m at the end of 
the first quarter of 1993 from 
an estimated 4.5m at the end of 
last year. 

All regions will experience 
job fosses. London and south- 
east England will be particu- 
larly hard hit with manufac- 
turing employment felling by 
about 7.5 per cent in the pres- 
ent quarter compared with a 
year ago. Wales and Northern 
Ireland will suffer least, with 
manufacturing employment 
forecast to fall by 3.1 per cent 
compared with the first three 
months of 1992. 
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Leyland Daf 
set to cut 
1,600 jobs 

Around 1.600 jobs are expected 
to be cut at Leyland Daf, the 
UK subsidiary of the belea- 
guered Anglo-Dutch commer- 
cial vehicle maker. In a first 

round of redundancies that 
will probably be announced 
tomorrow. 

The UK workforce of Ley- 
land Daf, which collapsed into 
administrative receivership 
last week, currently totals 
around 5.500 with 2,200 in 
Leyland, Lancashire and 2,000 
in Birmingham. 

Overseas banks 
seek debt code 

Overseas banks based in Lon- 
don have proposed to UK 
banks that they should Jointly 
set up a register of corporate 
loans to prevent lending to 
companies which already have 
excessive debts. 

The Foreign Banks and Secu- 
rities Houses Association has 
sent a detailed proposal for the 
establishment of a register to 
the Bank of England and the 
British Bankers Association. 

The proposal hints that over- 
seas banks would reduce their 
commitment to operating In 
the City of London if such a 
register was not created. 


Assets may back 
school borrowing 

Schools and hospitals could be 
allowed to borrow against 
their assets as the government 
develops its plans for involv- 
ing private finance in public 
projects. The Department of 
Health, the Education Depart- 
ment and the Home Office are 
among areas where the Trea- 
sury believes there Is the most 
scope for enabling the govern- 
ment’s private finance initia- 
tive to evolve beyond the 
transport infrastructure. 


Acas tackles 
72,000 claims 

A record 72,166 unfair dis- 
missal and discrimination 
claims were dealt with by the 
Acas conciliation service last 
year - almost 20 per cent more 
than In I99L 

The rising workload of the 
service, which has a statutory 
duty to conciliate between 
employees and employers 
before a case goes to an indus- 
trial tribunal, shows the 
increased reliance of individu- 
als and trade unions on the 
law to resolve disputes. 


Skill shortages 
still exist 

Skill shortages, while at a 
much lower level than two 
years ago, still exist especially 
among small engineering com- 
panies, according to a Depart- 
ment of Employment survey. 
Tbe survey showed a sharp 
decline In skill shortages over 
the past two years. Five per 
cent of large companies inter- 
viewed had hard - to - fill 
vacancies In 1992 compared 
with 22 per cent in 1990. 
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UK bids for 
science centre 

The UK submitted an £8m bid 
to host a new international sci- 
ence centre near Cambridge. 
The government's Medical 
Research Council and the Well- 
come Trust, the largest UK 
charity, would jointly fund the 
building of the European Bioin- 
formatics Institute. 

EBI will provide computer- 
ised information about human, 
animal and plant genes to 
researchers throughout 
Europe. The UK is competing 
with Germany to host EBL The 
Germans want the institute to 
go into a new building on the 
site of the existing European 
Molecular Biology Laboratory 
m Heidelberg. Britain, in con- 
trast with France, Germany, 
Italy and the Netherlands, 
hosts very few European scien- 
tific institutions. 


London office 
for BFG Bank 

BFG Bank, Germany's sixth- 
largest bank, bought a London 
office for £70m from Shell Pen- 
sions Trust - the latest in a 
recent spate of large acquisi- 
tions by German investors 
who are attracted by the long 
leases and high investment 
yields of Loudon office build- 
ings. Tbe 216.000 sq ft build- 
ing, gives the purchaser an 
initial yield of 9.75 per cent 






FINANCIAL TIMES THURSDAY FEBRUARY II 1993 
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F rom plush government mm* 
istnes in Brasilia to humble 
wattle and daub homes in 
the poverty-stricken 
north-east it is impossible to go any- 
where in Brazil without being 
offered a cafezioho. a small cup of 
strung black coffee so full of sugar 
that a spoon stands up in it. 

It ts such a national symbol that 
last year, when the presidency 
wanted to convey to the people the 
full gravity of the country’s eco- 
nomic crisis, it stopped serving cafe- 
zinhoa in its offices. Surely the 
world’s largest coffee-producing 
country does not need to advertise 
the stuff to its own people. 

Yet Brazil is currently in the 
throes of an advertising blitz on 
television and in magazines to pro- 
mote the world's favourite 
pick-me-up. Supermarkets are hand- 
ing out leaflets and recipe cards and 
taste stands have become a com- 
mon sight at conferences and semi- 
nars in the latest stage of the Brazil- 
ian coffee industry’s first-ever 
promotion campaign. 

For while Brazil remains the 
world's second largest consumer, 
per capita consumption has plum- 
meted by almost 50 per cent in the 
last 10 years. The worried coffee 
industry started to respond in 1989 
- initially through targeting retail- 
ers and trying to encourage the 
public to differentiate between 
blends and become more discrimi- 
nating. Latterly, the generic cam- 
paign - which has cost more than 
$10m (£6.6m) and is the first of its 
kind by any sector of the Brazilian 


I n 1942, Andrex Surgical Toilet 
Wadding established a set of 
brand values which, in 50 
years, have hardly changed. 
Today it is difficult to imagine 
any consumer goods company run- 
ning advertising with the same bla- 
tant snob-price appeal; yet pre- 
mium pricing remains the 
foundation of Andrex's extraordi- 
nary success. 

That success was demonstrated 
recently by market research which 
puts Andrex into fourth place in 
the league table or US brands sold 
through grocers. On an advertising 
spend of £13m. according to Nielsen 
research data, Andrex sold £ZSSm 
in 1992, moving ahead of Nestld's 
coffee brand, Nescafe (£177.8m). 
Only Unilever’s soap powder, Persil 
(£237.2m). Coca-Cola (£237m) and 
Procter & Gamble’s soap powder, 
Ariel (£224.4m), did better. 

On other score sheets Andrex’s 
showing is even more Impressive; 
according to the trade magazine 
Marketing, its £5.7m television 
advertising campaign achieved a 
higher prompted recall than any 
other brand, leaving the much- 
hyped Nescafe Gold Blend advertis- 
ing. featuring the drawn-out saga 


Selling coffee to 
the Brazilians 

The world's largest coffee producer is fighting to 
maintain its home market, writes Christina Lamb 


food and drink trade - has been 
aimed more directly at consumers. 

Nowhere is more associated with 
coffee than Brazil. It has been 
grown there since 1727, after a goat- 
herd in Ethiopia discovered his 
charges became more frisky when- 
ever they ate coffee beans. Brazil is 
now responsible for 25 per cent of 
world production though coffee Is 
no longer the basis of its economy. 

Always focused on exports, the 
Brazilian coffee industry until 
recently paid little attention to the 
home consumer. As a result the 
local population thought it was 
being fobbed off with inferior prod- 
ucts and began turning to other 
beverages such as tea or juice. 

In 1988 a study commissioned by 
the Br azilia n Coffee Roasters and 
Grinders Association found that 87 
per cent of Brazilians thought that 
“all good and pure coffee was 
exported and that sold in Brazil was 
impure and of low quality”. 


This was partly true. Years of 
government price controls meant 
that the local industry had no 
incentive to produce better coffee 
for the domestic market However, 
since 1989 a world glut and falling 
international prices has intensified 
the need to build up the home mar- 
ket. America Sato, president of 
Abie, explains; “it has become 
essential for our survival to recap- 
ture Brazilian consumer confidence 
In the quality of our coffee.” 

In its study Abie found that Bra- 
zilian per capita consumption had 
dropped from 4.6kg per annum to 
2£kg since the 1970s and was failing 
off rapidly. “We were ceding space 
to other drinks and there is a big 
potential for increase," Sato says. 

As a first step the industry cre- 
ated a “self-monitoring and purity 
control programme", establishing 
the Abie seal of quality and con- 
tracting consultants Peat Marwick 
and Ernst & Young to oversee a 


constant evaluation. The seal is 
now on 80 per cent of coffee for 
domestic consumption. 

The 600 members of Abie united 
to invest $2m a year in marketing. 
“If we were to reconquer the con- 
sumer it had to be through an insti- 
tutional campaign rather than just 
separate companies advertising 
their own products,” says Sato. 

Abie contracted the S&o Paulo- 
based Rino advertising agency with 
the aim of increasing total con- 
sumption by 20 per cent In the next 
two years to 11m bags (each 60kg). 
Rino Ferrari, who heads the cam- 
paign, says: “It is a major challenge. 
Coffee has a serious problem in Bra- 
zil. It’s not just a matter of saying 
coffee tastes good, but of totally 
changing the image of coffee." 

The liberation of prices in 1991 
meant that the industry could con- 
centrate on quality for the home 
market and the latest stage of the 
campaign focuses on quality and 


diversification. Sato explains: “In 
the past all coffee in Brazil was seen 
to be equal and of a lower standard. 
Now we’re saying ‘coffee is different 
and each consumer has his or her 
own palate so buy accordingly’." 

The television ads currently 
showing during prime time show a 
group of different people, ail wear- 
ing the same mask, under the slo- 
gan: “Purity you must demand. 
Quality you should choose." 

The aim is to make consumers 
aware that coffee comes in different 
flavours and aroma resulting from 
different types of beans and degrees 
of roasting. Rino is also distributing 
free recipe cards and running 
adverts in women's magazines to 
show the different potential uses of 
coffee - in cakes, ice cream and 
Irish coffee, for example. Ferrari 
says: “We’re aiming at everyone 
over 25 from all social classes but 
the real ambition is to get the habit- 
ual consumer to drink more, be 
more selective in the purchase and 
more adventurous in the use." 

To encourage publicity an annual 
prize has been set up for reporting 
on coffee and Abie has started its 
own newspaper. An accord has been 
signed with Campinas University to 
monitor consumer reaction. 

The next step is a $2m promotion 
of coffee as a s timulan t, aimed at 
young people whom Abie has found 
begin drinking coffee only after 
starting work. “Coffee is seen as 
Brazil’s national drink throughout 
the world," says Ferrari. “We have 
to make sure Brazilians keep drink- 
ing it." 
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The current campaign aims to make consumers aware that colfee comes in 
several flavours resulting from different types of beans and degrees ol roasting 


Soft approach keeps toilet paper ads rolling 

Gary Mead looks at Andrex's plans to take its puppy campaign to the Continent 


of a couple whose on-off relation- 
ship Is conducted over coffee beans, 
in only fifth place. 

The fast-food chain McDonald's 
spent almost three times that sum 
oo its television advertising in 
1992, but languished 19 places 
behind Andrex in Marketing’s 
prompted recall chart. 

Andrex’s up-market strategy was 
evident from its first campaign, 
with press advertising which subtly 
probed the consumer psyche: “You 
buy powder and good soap, of 
coarse, but are they everything? 
What do you use in your toilet? Is 
it as safe and as pure as it should 
be? Are you paying enough for it?” 

Customers probably were; at the 
time of its launch Andrex was sold 
only in Harrods. In the meantime 
Andrex. now owned by Scott Paper, 
has become a classic example of a 
brand which has successfully man- 
aged to charge substantially more 
- a price premium of up to 40 per 


cent above the market average - 
and yet dominate on what should 
be a thoroughly commoditised and 
price-only battlefield. 

Andrex currently has about 34 
per cent (by value) of the UK toilet 
tissue market, the next major 
brand being Kleenex, owned by 
Kimberly-Clark, with 12.6 per cent 
(ranked 26 in Nielsen's top 100 
brands). The questions now are 


Europe’s biggest toilet tissue mill, 
in France, aiming at taking the 
European toilet tissue market by 
storm this decade. 

It took a step in that direction 
one year ago, by introducing com- 
mon European packaging for the 
entire Kleenex toilet tissue range. 

In the UK, though* Andrex laces 
its major marketing battle not 
against Kleenex but against own-la- 


Andrex, a premium product, plenty 
of scope for eating into the own-la- 
bel threat 

Andrex is a UK-only brand so for; 
Scott markets toilet tissue under 
other brand names, Scottex and 
Cotonell, in the rest of Europe. But 
Scott intends following up the 
astonishing popularity of its UK 
television advertising campaign - 
featuring a Labrador pappy which 


Andrex’s up-market strategy was evident from its first campaign: 
*What do you use in your toilet? Are you paying enough for it?’ 


how far it can sustain Its position 
in the UK - especially given the rise 
of own-label brands right across 
the spectrum of consumer products 
. and how for Scott can penetrate 
the continental European market. 
Kleenex, for one. is investing 
£200m in what is claimed to be 


bel products, with a 39.7 per cent 
market share, again by value. In 
volume terms own-label products 
have a 41-2 per cent share, against 
Andrex’s 29.2 per cent and Klee- 
nex’s 11.6 per cent. Premium price 
toilet tissue accounts for 61.6 per 
cent of the OK market, giving 


entangles itself in toilet tissue - 
by extending the same campaign 
into the rest of Europe. 

The puppy has been with Andrex 
since 1972 and, like many success- 
ful advertising images, was a mat- 
ter of chance. Andrex’s advertising 
agency, i Walter Thompson, had 


originally thought of using a little 
girl to muddle up a toilet roll; but 
the independent Television Com- 
mission, the UK body which moni- 
tors television advertising, ruled 
against the idea on the grounds 
that It might be seen as encourag- 
ing children to waste paper. 

JWT has been Andrex's advertis- 
ing agency since 1956, which itself 
is something of an achievement 
given that client-agency relation- 
ships tend to be stormy affairs. The 
puppy was thus substituted, with 
the idea of demonstrating what 
Andrex claims as its key attributes 
- softness, length and strength. 

At least one own-label premium 
toilet tissue in the UK - Tesco’s - 
has thought Andrex's original slo- 
gan - “soft, tong and strong" - 
good enough to be worth adopting 
on its own product 

At the end of January this year 
JWT Europe got the go-ahead from 
Scott to set the pnppy running 


across west Europe's TV screens. It 
is now being used in Spain. Portu- 
gal, Belgium. Italy and Germany. 
Andrex's marketing manager. Paul 
Duncanson. is fond of the puppy: -I 
cannot overestimate the contribu- 
tion that little animal has made." 

He has every reason to be proud; 
since the puppy first appeared, 
Andrex’s volmne share of the UK 
toilet tissue market has risen from 
5 per cent to its current dominance. 

But Scott faces a tricky problem 
in its effort to repeat across Europe 
its UK branding success with 
Andrex. In France, for example, the 
biggest brand. Lotus, has a volume 
share of less than 16 per cent and 
sells at a price premium of only 19 
per cent above the market average. 

In Germany - the largest Euro- 
pean toilet tissue market account- 
ing for about a quarter of EC vol- 
umes - the biggest brand is Bess, 
with a national volume share of 
only 11 per cent But the own-label 
sector has 67 per cent of the mar- 
ket, and has recently witnessed a 
price war. Scott and JWT will be 
hoping that their old dog will be 
able to come up with a few new 
tricks to please potential continen- 
tal customers. 
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(To talk business to 300.000 influential Russians, call +44 71 873 4263) 

On October 29ih. the Financial Timas, in partnership with laves, ia, Russia's leading quality daily, 
launched -Financial lzvestia'. A weekly S-page newspaper, it accompanies Izvesha and is printed on the 
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I seniial reading for the 300.000 lzvestia subscribers and readers in and around Russia’s 

^T“m M o::L advertising to these influential people, please contact Dominic Good at the 

Financial Times on +44 71 873 4263 or fax +14 71 873 3428. 
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The Moscow District Asset Fund 

in cooperation with 

Treuhand Osteuropa 

Beratungsgesellschaft mbH (TOB), Berlin 

(the consultancy company for Eastern Europe of the German National Trustee holding company) 

INTERNATIONAL TENDER FOR SHAREHOLDINGS 
IN THE MEAT AND MILK WHOLESALE COMPANIES 
IN PODOLSK AND SHUKOVSKI, RUSSIA 


On behalf of the “Asset Fund of the 
Russian Federation", tenders are in- 
vited for shareholdings in the meat 
and milk wholesale companies in the 
above area. 

A package of shares representing 30% 
of the registered capital is being offer- 
ed for sale, which can be increased to 
become a majority shareholding in 
connection with a later increase in the 
registered capital. 

Both organisations have the legal form 
of public joint-stock companies, and 
are located on the outskirts of 
Moscow. They each possess a refriger- 
ated store (with a storage capacity of 
13,000 tonnes) and production facili- 
ties for icecream (of 1,500 tonnes 
each per year). About 280 people are 
employed In each of the companies. 

The companies offer outstanding po- 
tential for the development of a major 
trading chain or a powerful specialist 
wholesale operation. 


RUSSIA 


Moscow 


Shukovski 


Podolsk 


The Vendors are: 

The Moscow District Asset Fund 

Staraja plashtshad 6 
1023070 Moscow Central 
Russian Federation 

Tel.: 0107 095/92487 92 
Fax.: 2089212 
Electronic Mail: 
postmaster @ lmfond.msk.su. 


Further information (detailed company profiles, tendering documentation and consultancy assistance) is available from: 


FINANCIAL TIMES 


Gesellschaft zur Forderung der 
Wirtschaftsreformen (GFW) 

Dr. Hermann Behrendt 


German Embassy in Moscow 

Postal adress: P.O. Box 1500, 5300 Bonn 1. Germany 


Moscow telephone and telefax 
numbers available via satellite: 
Tel.: (0107) 502 221 3030 
Fax.: (0107) 502 221 3029 
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CFCs get 
the cold 
shoulder 


I taly's Candy white goods 
group this week unveiled 
what it says are the world's 
first mass-produced refrigera- 
tors which work without envi- 
ronment-damaging chlorofluoro- 
carbons. 

The new fridges use HFC 134a, 
an alternative chemical which is 
□ow the front-runner to replace 
CFCs in refrigerator applica- 
tions. Unlike CFCs, HFC 134a 
does not harm the earth’s ozone 
layer. It is in commercial pro- 
duction by 1C1 and Du Pont. 

The Candy range, which is 
being introduced two years 
ahead of a European Community 
accord to phase out CFCs by 
1995. may soon be followed by 
other leading manufacturers. A 
number of European companies 
are believed to be working on 
CFC-free fridges, some of which 
may be unveiled at next week’s 
big Domotechnica consumer 
durables trade fair in Cologne. 

Although the new range does 
not include CFC refrigerant, it is 
still only a half-way house as for 
as the use of chemicals for insu- 
lation is concerned. For their 
insulating material the Candy 
fridges use HCFC 141b gas, a 
hydrochlorofluorocarbon which 
Candy admits is "a transitory 
solution'*. Although the chemi- 
cal dissipates in the atmosphere 
10 times faster than CFCs. 
researchers are still working on 
an environmentally harmless 
solution for insulation use. 

Si] van o Fumagalli, chairman 
of Candy's main operating com- 
pany. said the group, like other 
j big white goods makers, was 
looking into the use of cyclopen- 
tane as an alternative. Experi- 
mental fridges using cyclopen- 
tane are already believed to 
have been tested. 

However, the gas is dangerous 
to handle and foam produced 
from it is a less effective insula- 
tor than that from HCFC 141b. 

Fumagalli said Candy was 
working closely with chemical 
companies in the search for suit- 
able alternatives. The new 
Candy fridges already marked a 
step forward in eliminating 
CFCs without compromising 
operating standards, he said. 

Haig Simonian ; 


T he single European market 
is only one month old, yet 
the community’s flagship 
technology project has 
already foundered. 

The high -definition television 
strategy promised to bring cinema- 
quality pictures to Europe's televi- 
sion screens, by imposing a single 
standard. HD-Mac, on Europe's 
broadcasters. But that promise now 
seems increasingly hollow. 

“The European Commission's 
approach has been most unfortu- 
nate," says Philip Carse, a consul- 
tant at National Economic Research 
Associates (Nera) in London. “It has 
hacked a standard which is becom- 
ing more obsolete by the minute.” 

For the European taxpayer the 
bill for research and development 
Into HDTV runs into hundreds of 
millions of pounds. But the cost to 
Europe's struggling electronics 
companies is more than monetary. 

They have now missed the oppor- 
tunity to accrue manufacturing 
experience in the latest technolo- 
gies. while Japanese manufacturers 
have grasped the opportunity with 
both hands. Japanese broadcasters, 
too, are garnering experience in 
programme making for HDTV. 

But as manufacturers sift through 
the bones of Europe’s high-profile 
venture, many experts are increas- 
ingly sceptical that consumers 
would have paid for a technology 
which brought only incremental 
improvement in the quality of the 
television picture. 

“My view was that it would 
always be a slow take-up." says 
John Forrest, chief executive of 
NTL, the privatised transmitter and 
engineering arm of what was the 
UK’s Independent Broadcasting 
Authority. “The question was 
whether people would be prepared 
to pay to switch from pretty good 
quality television to HDTV. It was 
not the same jump as from 
black-and-white television to col- 
our." 

Even the most ardent proponents 
of HDTV acknowledge that the frill 
benefits of the improved picture 
cannot be achieved on the standard 
21- or 23-inch television set. Initially 
viewers would probably need pro- 
jection television - where the pic- 
ture is broadcast like an old-fash- 
ioned home movie on to a screen. 
As technology developed, large flat- 
screen television sets would be 
used, but for these viewers would 
probably have to wait until the next 
century. 

HDTV promises a better-quality 
picture because it crams more pic- 
ture elements, or pixels, into each 
square inch of the screen. While 
conventional TV pictures have 
120,000 pixels, HDTV has about 
700,000. 

The fundamental dilemma was 
whether consumers would even 
notice the difference. To the exas- 
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After European HDTV’s expensive crash, Della Bradshaw, Louise Kehoe 
and Michiyo Nakamoto ask what can be salvaged from the wreckage 

Searching for a clearer 
picture of the future 


perarion of many television engi- 
neers, viewers appear quite content 
to watch fuzzy pictures on tiny por- 
table televisions with aerials made 
out of wire coatbangere. And most 
viewers are prepared to ignore, or 
at least tolerate, the deterioration in 
picture quality when watching a 
programme which has been 
recorded at home on a VCR. 

Perhaps the biggest factor point- 
ing to the demise of HD-Mac was 
that it was developed for satellite 
and cable transmission only. In the 
UK, for example, only 12 per cent of 
homes are connected to such ser- 
vices - most viewers receive their 
programmes through a network of 
terrestrial transmitters. 

Carse. one of the authors of a 
recent Nera report on HDTV, com- 
piled in conjunction with Brunei 
University, says that if the analogue 
HD-Mac system were implemented 
in Europe only about 5 per cent of 
viewers would take up the service. 

In Japan. NHK. the national 
broadcaster, has also opted for anal- 
ogue HDTV technology which there- 
fore can only be broadcast on satel- 
lite and cable. NHK has been 
broadcasting daily eight-hour doses 
of programmes in High Vision, the 
Japanese name for HDTV, which 
the public can view at more than 
450 points in public areas, such as 
railway statio ns an d public halls. 

Although NHK and consumer 
electronics manufacturers have 
kept up the publicity in a concerted 
effort to maintain the momentum - 
November 11 has even been named 
national High Vision day since the 
Japanese system uses 1125 lines - 
there is growing scepticism about 
Japan's chosen path. 

High Vision has been introduced 
at a time when grim economic news 
has largely extinguished consumer 
interest in expensive, highly sophis- 
ticated luxury electronic goods. The 
cost of a HOTV set in Japan is at 
least Ylm (£5,300). 

To compound the problem, public 
knowledge of digital television is 
increasing, and the improved pic- 
ture-quality of High Vision seems to 
pall in the face of what digital tele- 
vision could offer - better informa- 
tion services, interaction with com- 





In Europe viewers wit! protnMy have to awatt the Introduction ofa dfeRat system before tbey will be able to watch W>TV 


puters and, above all. superior pic- 
ture and sound quality. 

For the broadcaster, digital sig- 
nalling brings other advantages. At 
least four times as many digital 
channels can be squeezed into a 
given amount of broadcast capacity 
as analogue ones. That means that 
one or two high-definition channels 
could be transmitted in the capacity 
used today for a conventional sig- 
nal. Digital sig nals also use only 
one thousandth of the power of 
their analogue counterparts. 

Everyone acknowledges that 
eventually everybody will go digital 
- the only question is when. The 
US government has decided to skip 
the analogue phase altogether. The 
Federal Communications Commis- 
sion has recently completed techni- 
cal tests of five proposed HDTV 
systems and a panel of FCC testers 
is meeting in Washington this week 


to prepare a preliminary decision on 
which should become the US stan- 
dard. 

The Advisory Committee is sched- 
uled to bring its recommendation to 
the full FCC at the end of this 
month and a final decision should 
tfren be reached by the summer. 
“The FCC intends to double the 
number of broadcast stations in the 
US, with the new stations being 
dedicated to HDTV service." says 
Jerrold Heller, executive vice presi- 
dent of Genual Instrument's Video- 
Cipher Division, in San Diego, 
which has developed DigiCipher, 
one of the five systems being tested. 

The advisory committee could 
select a single system but seems 
increasingly likely to recommend a 
combination of two approaches. 

If all goes according to schedule, 
then the first HDTV sets should be 
available to consumers by mid-1995 


or early 1996, at a price of up to 
$3,500 (£2.300). Prices are expected 
to come down quickly with volume 
manufacturing, but even at $1,000 
an HDTV set would be between two 
to four times as expensive as a tele- 
virion set in the US today. 

In Europe it looks increasingly as 
if viewers will have to wait until 
the introduction of a digital system 
before they will be able to view 
HDTV. Rob van Oostenbrugge. 
European television development 
manager at Philips, the company 
which precipitated the European 
crisis by announcing it would not 
be manufacturing HDTV sets this 
year as previously planned, believes 
it will be at least 2000 before a digi- 
tal standard can be adopted in 
Europe. Others believe digital 
broadcasts could be introduced via 
satellite more rapidly. 

In the meantime, the demise of 


the European version of HDTV 
means European television viewers 
will continue to face a Pleth°ra of 
standards - Pal. Secam. Pal Plus. 

D2-Mac. * 

-It will only become worse not 
better," complains van Oosten- 
brugge. This proliferation of stan- 
dards will fragment the market- 
place further and drive up costs to 
the consumer, he argues. 

For European broadcasters and 
electronics manufacturers, digging 
among the ashes of HD-Mac. the 
news Is not all gloomy. Numerous 
developments can be retrieved and 
exploited. 

Although the picture transmis- 
sion part of the HD-Mac specifica- 
tion is analogue, much of the studio 
technology and that used in. the 
television sets themselves is digital, 
and could be developed for use with 
a digital high-definition system. 

What the consumer will see more 
quickly Is the proliferation of wide- 
screen television sets, an interim 
step on the way to HDTV. Wide- 
screen sets have screens with a 
height to width ratio of 1&9 com- 
pared with 43 for conventional box- 
shaped sets. The wide-screen format 
also brings slightly better picture 
quality. 

European broadcasters are 
already beginning to broadcast 
some programmes - notably films 
- in the widescreen format and 
manufacturers are selling the new 
sets in Scandinavia, France and 
Germany. 

The options for European broad- 
casters when selecting the digital 
HDTV standard will be numerous. 
A Scandinavian group which 
includes the Swedish Broadcasting 
Corporation and the Swedish Tele- 
vision Company, for example, has 
developed a prototype system for 
digital terrestrial HDTV called HD- 
Divine (digital video narrow-band 
emission). 

And in the UK, NTL has devel- 
oped a system for the Independent 
Television Commission which 
squeezes digital signals between the 
existing analogue signals. The 
spaces are “no go” areas for further 
analogue signals as these would 
interfere with those already there- 

A third option would be to adopt 
the same system as the US. The 
likelihood of this increases if Japa- 
nese manufacturers and broadcast- 
ers also decide to follow the US In 
digital broadcasting. 

While European manufacturers 
and broadcasters puzzle over the 
next move, their Japanese counter- 
parts are forging ahead, gaining 
invaluable experience on how to 
best exploit HDTV in programme 
making and equipment manufactur- 
ing. By waiting for a digital stan- 
dard, manufacturers in the US are 
in pole position to determine a 
world standard for digital high-defi- 
nition broadcasts. 
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David Boyle, a 28-year veteran 
of Beecham. is moving to take 
charge of the international 
division of BUPA. He becomes 
one of three m ana gi ng direc- 
tors on the board of Britain's 
largest private healthcare 
group, all reporting to chief 
executive Peter Jacobs. 

BUPA covers around 854.000 
people on the international 
side, with a turnover in 1991 of 
£178m. The organisation, 
which has seen falling income 
as premiums and costs have 
shot up in Britain, says that 
premium increases on the 
international side, at an aver- 
age of 15 per cent, have kept 
pace with the costs of health 
care and that the number of 
people covered by the division 
rose slightly in 1992 compared 
with the previous year. 

His most recent assignment 
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Edward Lowndes, 49, has been 
appointed as the first full-time 
general secretary of the Society 
of Practitioners of Insolvency. 

SPI. a professional body 
founded two years ago for the 
UK's more than 2,000 Insol- 
vency practitioners, has been 
increasingly active as the sub- 
ject has come under the spot- 
light during the recession. 

It does not license profes- 
sionals, but has issued a series 
of ethical guidelines and prac- 
tice note, lobbied the govern* 
meat and is developing a net- 
work of regional societies. 

Lowndes was formerly the 
director of resources for the 
paymaster in chief of the army, 
and recently left on completion 
of his contract, with the rank 
of colonel He is a fellow of the 
Chartered Institute of Manage- 
ment Accountants, and was 
once finance officer to the Sul- 
tan of Brunei's armed forces. 

■ Christopher Heard, md of 
Mortgage Trust, has been 
appointed chairman of the 
ASSOCIATION OF MORT- 
GAGE LENDERS. 


at SmithKhoe Beecham was a 
four-year stint as rhairmaw of 
consumer brands, European 
division, a position two levels 
down from the main board of 
the Anglo-American company. 
Previously, he had travelled 
widely in various capacities 
and bad lived In Kuala Lumpur 
in the mid 1970s as the regional 

Analyst-go-round 

■ The move of John Aitken, 
the City's top-rated banking 
analyst, from NaiWest Securi- 
ties to UBS Phillips & Drew 
should mean that the 
merry-go-round in Ci ty 
banking analysts has probably 
come to a stop for the 
moment 

ft started a year ago when 
Nick Collier, fioare Govett's 
banking analyst moved to 
Morgan Stanley. His move left 
Hoare vulnerable since it was 
broker to Lloyds Bank. It then 
recruited Peter Toe man and 
Steven Thom, the City's num- 
ber two banking team, from 
UBS Phillips & Drew. 

Shortly afterwards, David 


managing director of Beecham 
products, Far East 

Why is he coming to BUPA? 
“The main reason,” says Boyle, 
50, “is that after 28 years it is 
stimulating and refreshing to 
make a move.” He adds that 
there are many similarities 
between the two jobs: “On the 
insurance side, after all. BUPA 
is simply providing a consumer 
product.” 

BUPA has a significant toe- 
hold in the Spanish market via 
its subsidiary Sanitas. as well 
as activities in Hong Kong, 
Malta and Cyprus. Boyle says 
part of his brief will be to 
extend the regional coverage, 
but mil not be drawn further. 

Boyle replaces David Shaw, 
who had beaded international 
for two and a half years, and 
who is retiring after 23 years 
with BUPA. 


Poutney, the other member of 
the UBS team, left along with 
Terry Smith, who was head of 
research and a well-known 
bank-watcher. They have 
joined Collins Stewart, a small 
firm of brokers. 

Altken's move to UBS 
Phillips & Drew - he used to 
work for P&D some years ago 
- plugs an obvious gap in its 
research team. Meanwhile, 
Aitken 's deputy, Mark Eady, 
will continue to research the 
banks for NatWest Securities. 

■ Adam Murza, a former edi- 
tor of the Estates Times and 
veteran City property analyst, 
has quit stockbroking and 
joined Guardacre Group, an , 
unquoted property investment 
company. 


■ Queens Moat Houses, the 
UK-based hotel group with 3 
large European presence and 
even bigger ambitions, has 
appointed two of its continen- 
tal executives to the main 
board. 

The two new directors are 
Peter Bertholdt, 47, who is 
responsible for the group's 
operations in Germany, Aus- 
tria and Switzerland and Leon- 
ardos van der Meer, 49, who 
heads the business in the 
Netherlands and Belgium. 

Queens Moat has more hotel 
rooms outside the UK than in. 
John Balrstow, the chairman, 
said last year that the Conti- 
nent would become even more 
important to the group. He 
said that “the UK will progres- 
sively become one of our major 
areas of operation, rather than 
the mainstay of our business”; 
the two new board members 
had played a central role in 
establishing Queens Moat on 
the Continent 

■ Ian Fraser, md of Reliance 
Security Services, is also 
appointed md of RELIANCE 
SECURITY GROUP; he 
replaces Peter Palce who is 
leaving to pursue other inter- 
ests. 

■ Sean Lance and Neil Maid- 
ment have been appointed mds 
at GLAXO HOLDINGS and on 
to the main board. 

■ Graham McYey, formerly a 
director of Reed International 
and chairman and chief execu- 
tive of the Reed Business Pub- 
lishing Group, has been 
appointed chief executive of 
FINDLAY PUBLICATIONS. 
■Mike Rodwell has been pro- 
moted to become md of SCHIN- 
DLER Ltd. the UK subsidiary 
of the Swiss group. 


Sir Hal leaves the driving seat 


Ex-Tory MP Sir Hal Miller is to 
leave his job as chief executive 
of the Society of Motor Manu- 
facturers when his contract 
expires at the end of March. 

The extrovert 64-year-old for- 
mer member for Bromsgrove 
and Redditch, brought in by 
the SMMT to give a higher pro- 
file to the manufacturers’ body 
as its first full-time chief exec- 
utive, has held the post only 
since November 199 L 

He is to take up an as- yet 
unidentified “senior position” 
in the textiles industry. 

His departure, announced 
yesterday, came as a surprise 
to many in the industry, who 
had expected him to renew his 
contract for a further year. Sir 
Hal was believed to have 



wanted to oversee preparations 
for the 1994 motor show, which 
is potentially the last to be 

held at Bi rmingham 

A review of the show’s fre- 
quency and location could see 
it moving to Earls Court in 


London and becoming an 
annual affair from 1996. 

Otherwise, despite the reces- 
sion in the UK motor industry, 
be will be leaving with at leak 
one feather in his cap: during 
his 16 months in office he is 
widely credited with having 
played possibly the lead role in 
persuading the government to 
abandon the 10 per cent Spe- 
cial Gar Tax which had been 
the industry’s tete notr for two 
decades. 

There are. as yet, no declared 
favourites to succeed him, 
though one candidate must be 
fellow former MP Roger King, 
whom Sir Hal drafted in as the 
SMMT’s head of external 
affairs shortly after his own 
arrival. 
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Pop concert 

Dylan 

What drives Bob Dylan on to 
tour and tour again remains 
a profound mystery. The 
□ever-ending circuits of the 
world must fulfil some deep 
psychological need that a more 
sedentary form of existence 
could not. For Dylan to stay 
in seclusion, dispensing the 
occasional album with the 
seigneorial flourish befitting 
a rock legend of his luminosity 
obviously would not salt him 
Yet there Is no evidence that 


Cinema/Nigel Andrews 


W oody Allen's deli- 
ciously strange 
Shadows And Fog is 
about the Known 
and the Unknow- 
■uic. ran tragedy, part comedy; part 
Puppet-show, part charabanc 
tour through the dark night of the 
soul; it is a fantasy prelude in film 
noir tones to the later Husbands And 
Wives. 

In America many hated it: mainly 

hftSS 8 * t ? ere Me 80 man y plots 
bubbling at once that it is like being 
m a mad wizard’s kitchen. We have 
Allen himself as Mr Kleinman, the 
o ombhng coward roped into a posse 
hunting a mass killer in a European 
town. We have circus sword-swal- 
iower Mia Farrow, flouncing out on 
husband John Malkovich after he 
has slept with trapeze artist 
Madonna. We have the star-packed 
brothel (Kathy Bates, Lily Tomlin, 
Foster) where Farrow spends a 
fugitive night We have Farrow-smit- 
ten student John Cusack; mad doc- 
tor Donald Pleasence; neighbour 
Kate Nelhgan ... 

Whoah. Enough, you cry. How 
many films are being reviewed here 
under one title? But the multi-story 
skittishness of Shadows And Fog is 
its charm. If Husbands And Wises 
gave us the first great film from a 
new, free-associating Woody - con- 
ventional style and structure splin- 
tering under the power of impro- 
vised emotion - Shadows And Fog 
is like a gentler dressage for that 
drama of deconstruction. 

Across the dinky squares, through 
the picture-book fog and darkness, 
lope the funny -mysterious Lillipu- 
tians. In style the film is a toy-thea- 
tre spoof on German Expressionism, 
doing for Lang and Mumau what 
Love And Death did for Dostoevsky 
and Tolstoy. But Shadows And Fog 
is also about good and evil, destiny 
and predestination. Herr Klehiman 
- Allen with specs and nervous 
soliloquies - knows he has been 
"chosen” but cannot figure out what 
for. Farrow's runaway circus girl 


Woody the wizard 


in the contact with his fans; 
Cm two hours he gives and 
the audience takes, while not 
, a word is spoken and smiles 
are strictly rationed. 

It Is an uncomfortable 

prospect; there are too many 
gruesome reports from around 
the world of an apparently 
bored Dylan going through 
the motions oblivions of 
surroundings while his band 
does its best to second-guess 
the next move, to approach 
any appearance with positive 
expectations. Tuesday’s 
concert was the third in 
Dylan's week-long Loudon 
run. By his standards it was 
a relaxed and involved affair; 
at times he seemed almost 
perky. It was also, in Its way, 
totally spell-binding. 

1 There were plenty of ragged 
edges (does this man ever 
rehearse a song bom 
beginning to end, one 
wanders?), a sprinkling of 
miscalculations (usually 
involving the harmonica), bnt 
never a hint that he was 
anything but fully engaged. 

His current four-piece band 
has a country-rock feel, 
leavening its heavyweight 
guitars and drums with string 
bass, slide guitar and 
mandolin; that sound was laid 
down at the very start of the 
set, moving from ‘‘Maggie's 
Farm” through “Every Grain 
of Sand” and “Tangled Dp in 
Blue” (the resilience of this 
o song in particular tested 
r almost to destruction) on to 
a fierce, unforgiving “All 
Along the Watch tower” which 
gradually built in intensity 
and concentrated Dylan’s 
efforts ever more. The same 
kind of momentum was 
generated at the end of the 
evening, by which point It was 
possible to adjudge that Dylan 
was, really, enjoying himself. 

Perhaps that is the point. 

It is the search for the fix that 
comes bom the occasional 
great performance which keep 
him going, so that each 
concert is an experiment, an 
attempt to find another means 
to that end. How else to 
explain the constant worrying 
away at the lyrics and the 
melodic lines? In a treasurafale 
acoustic set halfway through 
Dylan refurbished something 
of his most familiar songs 
from the sixties. There was 
nothing arbitrary or wilful 
about it - the tender way in 
which “Mr Tambourine Man” 
was recast, shorn of its 
yearning vocal line and 
delivered as an introverted 
chant complete with haunted 
harmonica coda, or “Don't 
Think Twice” bad its melody 
completely recast seemed 
anything but arbitrary. For 
the fans hearing those songs 
now may be a precious 
exercise in nostalgia; for 
Dylan still, extraordinarily, 
they carry the potential for 
renewal and refinement. 

Andrew Clements 


At the Hammersmith Apollo 

until Saturday 


leaps into her dated midnight and 
finds a fated self-fulfilment. (She 
links up with Allen in what may be 
their last and most touching boy- 
meets-girl vignette.) And Doc Pleas- 
ence. pondering a morgueful of 
corpses, gazes straight and steely- 
eyed into the heart of life, death and 
the beyond. 

Though Carlo Di Palma’s 
black-and-white photography mimics 
a gloom -laden cine-Europe of 60 
years ago. the film is also free-spir- 
ited enough to throw in some prime 
Woody repartee. (Farrow: “I slept 

SHADOWS AND FOG (15) 
Woody Altai 

OLrVTER OLIVIER (15) 
Agnieszka Holland 

THE LIVING END (18) 
Gregg Arafci 

STAY TUNED (PG) 

Peter Hyams 


with one man for money. Does that 
make me a whore?” Allen: “Only by 
the dictionary definition.") And a 
classically deft scene of romantic 
misunderstanding between Cusack 
and Malkovich shows that the direc- 
tor does not save all the good laughs 
for himself. 

But Shadows And Fog is best 
when comedy balances on a 
knife-edge of the macabre; when the 
inquisitive despair that Allen over- 
formalised in his Chekhov-Bergman 
pieces {Interiors, September) is given 
the true texture of filmic malaise - 
human fear and defiance glittering 
in the shadows of the unknowable. 

•k 

When a film comes to a sudden nar- 
rative pause and flashes up the title 
“Paris, six years later,” we fear the 
worst. Either the characters who 
were children will have grown up to 
become unrecognisable adults. Or 
those who were grown-ups will be 


the same actors with a wisp of grey 
hair and a look of telegraphic disen- 
chantment 

But Agnieszka Holland’s power- 
fully imaginative Olivier Olivier 
skips over every lurking trap, in 
part one nine-year-old Olivier disap- 
pears from his rural home - never 
seen again after leaving to take food 
to Granny (yes, shades of Red Riding 
Hood) - and parents Francois 
Cluzet and Brigitte Rouan are split 
apart by sobs and recriminations. In 
part two 15-year-old Olivier Is 
tracked down by Paris cop Jean- 
JYaneois Stevenin and restored to 
his ecstatic parents and startled sis- 
ter. 

But is it Olivier? The questionable 
"resemblance of new actor to old has 
the audience clucking scornful scep- 
ticism: only to be out-clucked by the 
movie itself as it sows doubts in the 
midst of delight and then delivers a 
knock-out denouement. 

Taken from a newspaper item, the 
story grows its own reality like a 
cutting newly planted in rich soil. 
One-time co-screenwriter with Wajda 
{Man Qf Iron, Dan ton), Agnieszka 
Holland has learned the art of more- 
come s -from -less. The film never 
stops to “explain" its characters. The 
stormy father, the besotted mother; 
the enigmatic sister with her sacrifi- 
cial rites and mystic powers (from 
self-inflicted cigarette bums to tele- 
kinesis); the teenage Olivier's moody 
inconsistency of recall The charac- 
ters are “givens” who create their 
own human weather system, as alien 
and yet as recognisable as the 
sirocco. And domestic trivia, from a 
squalling cat to the musical beds of 
sleepless children climbing in with 
sighing adults, become the meteorol- 
ogy of changing emotion. 

★ 

Gregg Araki's The Living End is an 
AIDS-era road movie and as dotty as 
that sounds. Two HTV -positive Cali- 
fornians, bookish Jon and hellrais- 
ing Luke, throw themselves into 
each other’s arms and then onto the 
open road in this film that resembles 





Mia Farrow; a runaway circus sword swallower in Woody Allen’s ’Shadows and Fog' 


a cross between a gay Badlands and 
a Wild At Heart for sexual militants. 
Casual murders; lots of outlaw lyri- 
cism; and a sense of two people nar- 
cissist! cally narrating their own 
lives as they glide attitudinisingly 
towards death. 

Jon (Craig Gilmore) is a film critic 
writing a thesis on the “Death of 
Cinema”. (No comment) Luke is a 
drama queen with bronzed pectorals 
who wants to blow his brains out 
during a final dazzling orgasm. 
When not giving screen time to 
these tinpot tragic heroes, debut 
director Araki branches out into 
caricatured women. These range 
from two loudmouthed lesbians 
scripted for penis-envy dialogue to a 
Bette Davis lookalike with pillbox 
hat and kitchen knife. This last 
floats into an early love scene 
between Luke and a pick-up. delivers 
the line “This isn't the Seventies any 
more, you know” and stabs the 
pick-up to death. 

Reality? Fantasy? Comedy? 
Horror? Who knows. Who. alas. 


cares. Mark this down as the first, 
worst film of a director who may 
improve when he empties his system 
of gay special pleading and camp 
melodrama tics. 

Stay Tuned is, if possible, worse. 
Married couple John Ritter and Pam 
Dawber. Faus tia ns of the hi-fi age, 
have adventures in a nightmare 
TV-land run by Satan figure Jeffrey 
Jones. Sucked into this “other 
world" via a giant satellite dish, they 
become actors in spoof shows like 
The Golden Ghouls. Meet The 
Mansons and Northern Overexposure. 

The cod titles are the funniest 
thing. Elsewhere this is fast, 
frenetic, fun-free tripe: scripted by 
ex-advertising duo Tom Parker and 
Jim Jenewein and directed by Peter 
Hyams. 

To conjure the true spirit of 
comedy this week requires 
necromancy. The late Buster 
Keaton, greatest of silent comics, 
unlocks his stone-faced splendour in 
a season at the Barbican. Sherlock 
Junior is joined by two classic 


shorts. The Love Nest and The 
Playhouse, in a programme no 
connoisseur of mute mirth should 
miss. (But be warned: the odd sound 
effect has been added to Sherlock). 

The opposite of a comedian who 
□ever speaks is a film-maker whose 
characters never shut up. A sad 
farewell to Joseph L. Mankiewiez. 
who died last Friday. He spent his 
life wiring great film stars for sound, 
plugging them in and then standing 
back to watch the mixture of noise, 
sparks and explosions. He twinned 
Brando and Gielgud in Julius 
Caesar. He set Olivier and Caine at 
each other's larynxes In Sleuth „ And 
in All About Eve. starring Bette 
Davis and a famous line about 
bumpy nights, he made the most 
glorious impostor among movies. It 
pretends to be a film; it is really a 
stage play with a camera breathing 
down its neck. But who objects? No 
movfe ever matched its glittering, 
sideswiping dialogue or its 
showman’s wisdom about show 
b usin ess. 


Schubert on the 
South Bank 


T he story goes that in previous 
centuries actors playing Rich- 
ard m would shift their defor- 
mity from left to right from 
night to night This reduced the risk of 
back problems such as have afflicted 
Simon Russell Beale who had to with- 
drawfrom the RSCs production at the 
Donmar Warehouse because of a 
slipped disk. 

Beale will return to the part at Strat- 
ford next month. Meanwhile Richard 
has been taken over by Ciaran Hinds, 
an actor in an altogether different 
mould. Beale is small and agile, almost 
double-jointed. Hinds is physically large 
and, in this part at least deliberately 
clumsy. 

Visitors to the Warehouse will have 
recently seen Hinds playing Samuel 
Byck in Stephen Sondheim's Assassins. 
and Richard UJ is an appropriate play 
to follow, for what is it about but a 
series of assassinations? Richard like 
Assassins is directed by Sam Mendes 
and some of the techniques are becom- 
ing familiar for instance, the use of the 


The South Bank Schubert 
series, now well underway, is a 
lop-sided one, with all the 
interesting events happening 
at the Queen Elizabeth Hall 
This is where we are hearing 
the chamber music written for 
intimate evenings among the 
composer's circle of friends, 
although it cannot have been 
the intention of the organisers 
that their audiences should be 
the same kind of size. 

This part of the series lasts 
until March. There are string 
quartets, piano sonatas and 
duets, some songs. Best of all, 
on Tuesday, was the only truly 
novel item - a selection of 
Schubert’s partsongs, which 
proved so entertaining that 
some in the audience may have 
gone away to look out more. 
There are plenty of them, too: 
three full pages listed in Grove, 
no less. Can they all be so 
imaginatively varied? 

Many of these pieces were 
written for specific occasions, 
which will explain why Schub- 
ert tried his hand at some 
unusual combinations of voices 
and instruments. One father, 
wanting to celebrate the conva- 
lescence of his dance-mad 
daughter, commissioned the 
lively “Der Tanz". Several of 
the more ambitious songs, 
including “Nachtgesang im 
Walde”. a Lied that has out- 
grown its origins, have a quar- 
tet of horns in support. 

In among these trifles, how- 


ever, are at least a few minor 
masterpieces. It is difficult to 
resist Schubert’s setting of the 
23rd Psalm (“The Lord is my 
Shepherd ") and especially 
when its wide-eyed innocence 
is as beautifully caught as it 
was here by the ladies of the 
BBC Singers accompanied by 
Imogen Cooper. Then again, 
the “Gesang der Geister fiber 
den Wassem", for male octet 
with a quintet of lower strings, 
looks far ahead of its time to 
becoming a “serious song” in 
the Brahms manner, mellow, 
pensive, richly textured. 

in every item the BBC Sing- 
ers were on expert form, hold- 
ing in check the individual 
voices which wobbled away 
during the recent Janacek 
weekend. Sian Edwards con- 
ducted, a relaxing duty, one 
imagines, before ENO responsi- 
bilities claim her attention. 
The partsongs were preceded 
by the Chilingirian String 
Quartet in the A Minor Quar- 
tet, undemonstrative and affec- 
tionate Schubert playing, 
which captured the Landler 
spirit nicely. Dnfortunately the 
Borodins' recording was fresh 
hi my mind and this was not 
its equal. 

Richard Fairman 

Schubert series continues at 
the Queen Elizabeth Hall until 
2 March (Box Office 071-928 
8800) 


Theatre/Malcolm Rutherford 

Richard III 


separate cubicles at the back of the 
stage. 

The production was seen at the Other 
Place in Stratford last summer. It is not 
the best that Mendes h as done. The 
costumes, located loosely somewhere 
early in the 20th century, are dull 
There is not enough to differentiate the 
characters. Too much of the play comes 
across as a pageant without spontane- 
ity. Possibly one is over-influenced by 
the Northern Broadsides production, 
seen at the Riverside Studios in Decem- 
ber, and has come to expect Richard HI 
to be fun. Mendes's production is a little 
too like a run-up to Macbeth without 
the poetry and without the depth. He 
treats it too much as history and not 
enough as melodrama. 

Nevertheless, there are some excel- 


lent scenes and one sub-theme in partic- 
ular is played for all it is worth. This is 
the relationship between Richard and 
Buckingham which becomes central to 
the plot Stephen Boxer's Buckingham 
is not just another toad or accessory to 
the crimes. He is the man who, like 
Lady Macbeth with her husband, urges 
Richard on. Later, again like Lady Mac- 
beth, he quails and Richard knows 
when to drop him. In the early stages of 
this production, Buckingham is almost 
the best part in the play. Boxer Is out- 
standing. 

Then there is the set-piece towards 
the end when the ghosts of his victims 
come to visit Richard in his dream on 
the eve of battle. Mendes directs this as 
if it takes place in a subdued tavern in 
Cheapside. Richard sits slumped over 


his wine at one end of the table. At the 
other end is Richmond, the future 
Henry VTL The ghosts come in together 
and drink round the table to Rich- 
mond's victory. There is Mendes at his 
best He is less happy in handling the 
women in general who, most of the 
time, simply record and prophecy doom. 
He does not catch their fickleness in the 
way they can succumb to Richard. 

On the small Donmar stage. Hinds 
suffers for his size. His hump looks like 
a pillow, even a kitbag, strapped across 
his shoulders. He has sleeked back hair 
and an off-putting long brown coat. Yet 
when he plays Richard as the religious 
devotee, pretending to be reluctant to 
accept the crown, he seems a much 
more versatile actor. Still, playing the 
role as a hulking straight murderer is a 
perfectly legitimate interpretation. I 
enjoyed it. 

Donmar Warehouse (071) 867 1150. The 
production runs until February 20, 
then moves to Tokyo and Rotterdam, 
before going home to Stratford 


At the Wigmore Hall on Monday, the 
baritone Wolfgang Holzmair sang two 
dozen Romantic songs, accompanied by 
Melvyn Tan at a fortepiano. Their 
umbrella-title was "Zwielicht” 
(twilight), but that placed no serious 
limits on the range of the programme: 
any song seemed to qualify so long as it 
mentioned the moon, the stars or both. 
That left room for nocturnal delights 
and horrors, storms and dewy calm, 
knights, hunters and lovers; and the 
whole recital gave unqualified pleasure. 

In a certain style of Lieder singing, 
Holzmair is a very model The voice has 
a marked personal character, and he 
wields it with communicative flair. He 
indulges no great variety of vocal 
colour (and his tone is thin in the 
lowest register), though he likes to float 
soft, high-lying phrases on a cultivated 


Recital/David Murray 

Holzmair & Tan 


head-voice. Nor does he underline or 
italicise key words, unlike some senior 
platform stars; and yet verbal sense is 
always foremost - every part of every 
song has something to say, whether 
vehement or sweetly reasonable. 

For this kind of delivery, Tan’s 
fortepiano (quite a large one) made the 
perfect backing. Not only because its 
light, brittle tone was guaranteed never 
to cover the voice, nor because it 
resembled the instruments 
Mendelssohn, Schubert and Schumann 
knew far better than any modern 
grand; but also because Tan allows 


himself a degree of expressive licence, 
in impeccable period style, which is 
virtually unheard of among modern 
accompanists. 

Rhythms can be delicately bent (his 
treatment of the repeated chords on 
Schumann's “Mondnacht” was 
marvellous), inner voices enhanced by 
spontaneous rubato. None of that was a 
distraction from the singing, since the 
fortepiano's scale of sound is so 
unthreatening; but it lent life and 
pretty surprises to all the music, 
complementing HoLzmair's direct, 
seemingly artless manner - which by 


itself might have begun to seem a bit 
over-plain. 

Tail's exuberant mannerisms, in the 
purely visual sense, were another 
matter (had 1 been Holzmair. whose 
own bearing is modest and decorous. I 
should have been tempted to swat him); 
but if that kind of carrying on is what 
he needs to achieve such fresh results, 
one must not complain. Predictably. 
Mendelssohn's piano-parts sounded 
delectable on the instrument. Much less 
predictably, its limited capacity for 
sustaining sound - for Schumann, the 
usual pedalled richness a la Steinway 
was simply unavailable - inspired Tan 
to find aU kinds of compensation in 
phrasing and highlights. He and 
Holzmair made a curious partnership, 
but a most successful and satisfying 
one. 


* International 

ARTS 

|Guide| 

■ ATHENS 

Concert Hall Tonight: Melos 
Quartet plays works by Haydn 
and Mozart. 

fa Tomorrow: Athens State 
^ Orchestra opens Scandanavian 
music cycle with a programme 
of works by Lars-Erik Larsson, 
Sibelius and Nielsen. 

Sat and Sun: Claudio Sclmone 
conducts l Solisti Veneti in works 
by Vivaldi and Bactv 
Mon: Ralph Towner jazz 
Improvisations. 

Tues: Dmitri Galam. 

Next Wed and Thurs: Leonidas 

Kavakos plays solo violin music 

by Bach (722 

■ CLEVELAND 

Severance Halt Tonight, 
tomorrow, Sat Fr i an ^ -. a „ n i a nd 
Weiser-Most conducts £1®’'*’® 
Orchestra in works by Sc :hu be , 
Bruch and Martinu. with violin 
^ soloist Kyung Wha CfiunjWWf 

% week Oliver Knussen conducts 

music by Knussen and EHiott 
Carter, Feb 25 -March 6: Pierre 


Boulez (231 1111) 

■BOLOGNA 
Teatro Communate Mon: Tatiana 
Grindenfco directs Moscow 
Academy of Music in works by 
Telemann, Biber and Vivaldi. 

Tues (in Palazzo dei Congress!): 
Marcel Marceau. 

Feb 20: first night of Elijah 
Moshinsky's production of Simon 
Boccanegra (529999) 

■ COPENHAGEN 

Royal Theatre Tonight first night 
of new production of three 
Balanchine choreographies (also 
Sat, next Wed and Fri). 

Tomorrow; Lohengrin. Sun 
afternoon: Le nozze di Figaro. 
Tues: Ariadne a ut Naxos (3314 
1002 ) 

■ GENOA 

Teatro Carlo Felice Tonight, Sat 
and Sun afternoon: Fabio Lulsi 
conducts Lamberto Puggelll s 
production of Rigoletto with Paolo 
Gavaneiti and Juan Carlos 
Morales alternating In title role. 
Next production: Roberto 
Devereux, opening Feb 28 
(5 89329) 

■ the HAGUE 

Danstheater Tonight, tomorrow. 
Sat Nederlands Dans Theater 
mixed bill, including new work 
bv paolo Ribelro. Mon: Opera 
Forum production of Verdi s 
Stiffelio. Feb 25 »■ 

Kylian's Kaguyahime (360 4930) 

Dr Anton Philipsaaal Tonight 


Schoenberg Ensemble and 
Chamber Chorus in works by 
Janacek (360 9810) 

■LONDON 

THEATRE 

• The Invisible Man: the 
famous H G Wells science fiction 
story comes to the stage In this 
production by Theatre Royal, 
Stratford East, complete with 
breathtaking magical Illusions. 
Now in previews, Press night 
next Tues (Vaudeville 071-836 
9987) 

• Murder Is Easy: Nigel 
Davenport stars in Cfive Exton's 
play based on the novel by 
Agatha Christie. Previews start 
next Wed, Press night Feb 23 
(Duke of York’s 071-836 5122) 

• No Man's Land: Harold Pinter 
and Paul Eddington in Pinter's 
1975 play, directed by David 
Leveaux (Comedy 071-867 1045) 

• Hamlet Kenneth Branagh 
triumphant in this uncut RSC 
version directed by Adrian Noble. 
Ends March 11 (Barbican 071-638 
8891) 

• The Last Yankee: Arthur 
Miller's new play about two 
couples meeting in a psychiatric 
hospital, with Peter Davison and 
Zoe Wanamaker (Young Vic 
071-928 6363) 

• Cyrano de Bergerac: Robert 
Lindsay is the big-nosed 
soldier-poet In this adaptation 
by John Wells, directed by Elijah 
Moshinsky (Haymarket 071-930 
8800) 

• For ticket information about 
West End shows, phone 
Theatrelins from anywhere in 
UK: Plays 0836 430959 Musicals 


0836 430960 Comedies 0836 
430961 Thrillers 0836 430962 
DANCE/OPERA 

Covent Garden Tonight's Royal 
Ballet performance includes the 
world premiere of David BintJey's 
Tombeaux, alongside Fokine's 
Firebird and Forsythe's In The 
Middle (repeated next Wed). Sat 
Sleeping Beauty. Thomas 
Hampson, Gabriel Bacquler and 
Jennifer La r more head the cast 
In the Royal Opera's revival of 
II barbiere di Siviglia tomorrow, 
next Tues and Fri. Edward 
Downes conducts Stiffelio next 
Mon and Thurs, with Giorgio 
Lamberti In title role. Feb 20: 
revival of Turandot with Gwyneth 
Jones (071-240 1066) 

Coliseum ENO repertory consists 
of Carmen with Sally Burgess 
(tonight, Sat, next Wed and Sat) 
and Jonathan Miller's production 
of Rigoletto (tomorrow, next Tues 
and Thurs). Feb 19: new 
production of Don Pasquale 
(071-836 3161) 

Sadler’s Wells Final 
performances of Birmingham 
Royal Ballet season tonight, 
tomorrow and Sat, with David 
Bintley’s 1986 story ballet The 
Snow Queen (071-278 8918) 

Royal Albert Hall Final 
performances of Boishoy Ballet 
season tonight, tomorrow. Sat 
and Sun (071-589 8212) 
CONCERTS 

South Bank Centre Tonight Klaus 
Tennstedt conducts Haydn’s 
Creation, with Felicity Lott 
Tomorrow. Alexander Lazarev 
conducts BBCSO and Chorus. 

In works by Dutilleux, Ravel and 
Debussy. Tomorrow In QE Hall: 
Monteverdi programme with 


Catherine Bott and New London 
Consort Sat Royal Choral 
Society performance of Carmlna 
Burana. Sun afternoon in QE Hall: 
Emanuel Ax piano recital. Mon: 
Montserrat Caballe song recital. 
Tues and Wed: Zubin Mehta 
conducts LPO in works by Berlioz 
and Bartok, with piano soloist 
Andras Schrff. Tues in QE Hall: 
Maxwell Davies conducts 
Maxwell Davies. Wed: London 
Mozart Players (071-928 8800) 
Barbican Tonight' Kent Nagano 
conducts LSO in works by 
Beethoven and Bartok, with piano 
soloist Emanuel Ax. Tomorrow: 
Vanya Mllanova plays Bruch’s 
Violin Concerto. Sat: Igor 
Oistrakh. Mon: London Choral 
Society presents works by 
Bernstein and Barber. Tues: 
Charles Mackerras conducts 
Handel, with soprano soloist 
Yvonne Kenny. Wed and Thurs: 
Ute Lemper sings Weill. Feb 21: 
Labeque Sisters. Feb 25-March 
21: Britten Festival (071-638 8891) 

■ PRAGUE 

CONCERTS 

Tonight and tomorrow at Dvorak 
Hall, Libor Pesek conducts Czech 
Philharmonic Orchestra in works 
by Debussy, Mahler and Barlioz, 
with mezzo soloist Linda Finnie. 
Next Thurs and Fri: Vaclav 
Neumann conducts Mahler’s 
Second Symphony (286 0111). 

Sun at Smetana Hall: Linha 
Singers (232 2501) 

OPERA 

National Theatre has Katya 
Kabanova tonight, Dalibor 
tomorrow, Don Carlo on Sat, The 
Secret on Sun afternoon and 


Lucia di Lammermoor on Sun 
evening, with no further 
performances till Feb 20 (205364). 

Estates Theatre has Le nozze 
di Figaro on Feb 19 and 25 
(228658). Prague State Opera 
has Les Contes d ’Hoffmann 
tomorrow and Tues, Rlenzi on 
Sat, Tosca on Sun and II 
trovatore on Wed. A new 
production of Un ballo in 
maschera opens on Feb 21 
(265353) 

■STOCKHOLM 
Royal Opera Tonight Mon and 
Wed: Cav and Pag. Tomorrow: 
Arabella. Sat: first night of new 
ballet production with 
choreographies by Kyllan, Bejart 
and Alvin Alley, repeated next 
Tues, Thurs and Fri (248240) 
Berwaldhallen Tomorrow: Nlklas 
Widen conducts Swedish Radio 
Symphony Orchestra in works 
by Webern, Aulin and Beethoven, 
with violin soloist Ola Rudner 
(7 84 1800) 

■ UTRECHT 

Vredenburg Sat Gunther Schuller 
and Netherlands Radio Symphony 
Orchestra (Copland, Ives, 

Schuller and Gershwin). Sun: 
Marc Minkowski conducts 
Amsterdam Bach Soloists. Sun 
evening: Hartmut Haenchen and 
Netherlands Philharmonic 
Orchestra. Mon and Tues: Bob 
Dylan. Next Wed: Gerry Rafferty. 
Next Thurs: Edo de Waart 
conducts Mahler. Feb 20: Royal 
Concertgebouw Orchestra. Feb 
21: Svetlanov conducts Hague 
Philharmonic (314544) 


European Cable and 
Satellite Business TV 

(all times are Central 
European Time) 


MONDAY TO THURSDAY 

Super Channel: European 
Business Today 0700; 
22.30 

MONDAY 

Super Channel: West ot 
Moscow 1200. 

Super Channel: Financial 
Times Reports 0630 

THURSDAY 

Sky News: Financial Times 
Reports 2030; 0130 

FRIDAY 

Super Channel: European 
Business Today 0700; 
1200; 2230 

Sky News: Financial Times 
Reports 0530 

SATURDAY 

Super Channel: Financial 
Times Reports 0830 
Sky News: West of 
Moscow 1130; 2230 

SUNDAY 

Super Channel: West o( 
Moscow 1830 
Super Channel: Financial 
Times Reports 1900 
Sky News; West of 
Moscow 0230; 0530 
Sky News: Financial Times 
Reports 1330; 2030 
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Monopoly seeks 
platonic relationship 



book 

Review 


How does one 
find individuals 
who can be 
trusted to regu- 
late important 
parts or the 
economy? Such 
individuals 
have dlscre- 
" denary powers 

over many basic goods and 
services, so only the select 
and most enlightened can do 
the job. 

This question - which delib- 
erately echos Plato's descrip- 
tion of the qualities required 
for a perfect ruler - is raised 
by Sir Christopher Foster in 
his book on economic regula- 
tion. Like Plato, he is torn 
between acknowledging that 
regulation is sometimes neces- 
sary, and realising that power 
has a tendency to corrupt. 
Unlike Plato, his field of inter- 
est is not society as a whole, 
but those parts or the economy 
that gravitate towards monop- 
oly if left to their own devices. 

Sir Christopher, who has 
been an economics professor, 
civil servant and businessman 
and is currently advising the 
UK government on the privati- 
sation of British Rail, rejects 
the idea that governments can 
pursue a policy of benign 
neglect once they have priva- 
tised “natural monopoly” 
industries such as telecommu- 
nications. gas, railways, air- 
ports and electricity. But he is 
exercised by the fact that any 
regulator? system is vulnera- 
ble to being subverted. 

Such subversion - known in 
the jargon as regulatory cap- 
ture - can occur if the regula- 
tor is turned into a tool of 
either the industry concerned 
or politicians. The book is an 
extended treatise on how regu- 
latory systems have been con- 
sistently captured, and how 
the only antidote is a strong 
system of regulation indepen- 
dent from vested interests. 

This prescription may seem 
as idealistic as many of Plato’s. 
But Sir Christopher argues 
that, through a mixture of luck 
and foresight, the system intro- 
duced in Britain to accompany 
the privatisation of utilities is 
a good approximation to what 
is required. It is based on a 
series of independent regula- 
tory bodies - Oftel, Ofgas, 
Ofwat. Offer - headed by 
strong individuals with consid- 
erable discretionary powers. 


PRIVATISATION, 
PUBLIC OWNERSHIP 
AND THE 

REGULATION OF 
NATURAL MONOPOLY 
By C D Foster 

Black n ett, £40, 4}8 pages 

But the book Is not an apolo- 
gia for the British status quo. 
Sir Christopher is concerned 
that regulators axe still vulner- 
able to pressure from both poli- 
ticians and industry - a topi- 
cal concern, given Sir James 
McKinnon's decision this week 
to step down early as director- 
general of gas regulator Ofgas, 
and the recent drubbing politi- 
cians have given Mr Stephen 
Littlechild. director-general of 
electricity regulator Offer, for 
failing to protect miners' jobs. 

The hook is also a timely 
contribution to the debate on 
how regulatory systems should 
be designed, as yet more coun- 
tries privatise utilities and the 
UK embarks on its nest priva- 
tisation wave with BR and 
maybe the Post Office. Though 
not an easy read and some- 
times repetitive, it is rich in 
insights. Particularly appealing 
is its broad historical sweep, 
which traces the development 
of economic regulation in 
Britain and the US. 

The chapter on Gladstone’s 
attempt to regulate railways in 
the 1840s shows how the com- 
plex economic Issues manifest 
today have been present from 
the start, it also reveals how 
the railway barons were able 
to mobilise immense lobbying 
power - at one point, 132 MPs 
were railway directors - to 
emasculate his bill. 

Further chapters explain 
how this early failure to con- 
trol railway monopolies led to 
such a public outcry, albeit 
after a time lag of nearly half a 
century, that excessive con- 
trols were imposed. These, in 
turn, nearly bankrupted the 
industry and paved the way for 
nationalisation. 

The US experience with eco- 
nomic regulation, though less 
traumatic, does not provide a 
model because It is too legalis- 
tic, according to Sir Christo- 
pher. It is not simply that it is 
costly. The court-like proce- 
dures also enable a monopoly 
to use its greater resources and 
control of information to tie its 
regulator in knots. 


These failures lead Sir Chris- 
topher to defend the current 
British model and propose vari- 
ous measures to shore up the 
regulators' independence. 

Some concern the vital but 
neglected subject of informa- 
tion. Monopolies not only dom- 
inate their industries. They 
also control the detailed finan- 
cial information about how 
their industries work, putting 
them in a privileged position 
compared with regulators, 
potential rivals and consumers. 
Though regulators can ask for 
some information, the book 
argues that monopolies are 
adept at playing games: drag- 
ging their heels, or flooding 
regulators with irrelevant data. 

Sir Christopher advocates 
stronger powers for regulators 
to extract information and 
then publish it. This is partly 
to help potential rivals enter a 
monopolised industry and 
partly because he favours 
"sunshine” regulation - 
exposing monopoly abuses to 
the glare of publicity. 

Sunshine regulation was pio- 
neered by Charles Francis 
Adams, a 19th century Boston 
patrician, who waged a suc- 
cessful campaign against rail- 
way barons through pamphle- 
teering and journalism. Mr 
Alfred Kahn, taking a similar 
approach, told his staff at the 
US Civil Aeronautics Board: “If 
you can’t explain what you are 
doing to people in simple 
English, you are probably 
doing something wrong.” 

The new breed of British reg- 
ulator has developed its own 
version of sunshine regulation. 
Sir James McKinnon, in partic- 
ular, has been a master of the 
strongly worded statement to 
the press - a practice Sir 
Christopher applauds, since it 
helps regulators build up pub- 
lic support, which In turn 
should act as a bulwark 
against interference with their 
Independence. 

Much of Sir Christopher’s 
argument for independent reg- 
ulators is persuasive. But it 
ultimately rests - as did 
Plato’s - on enlightened indi- 
viduals filling the top posts. 
For, as Sir Christopher 
acknowledges, if bad regula- 
tors were to be in charge, it 
might after all be better if they 
were shackled by a cage of law. 

Hugo Dixon 


T he pessimism and 
self-hate about the UK 
economy has gone too 
far. Listening to Brit- 
ish businessmen denigrating 
British business performance 
induces a desire to see what 
statistics of comparative per- 
formance really show. 

As I have often remarked, 
they show that the rapid 
growth of other European 
countries and Japan is mainly 
a catching-up phenomenon; 
and that in the 1380s relative 
UK performance started to 
improve. They suggest that it 
would be rash to interpret the 
prolonged recession as a sign 
of deep structural malaise. 

Of course statistics can and 
often do lie. But it is so diffi- 
cult to assess anything as 
diverse as a country’s total 
business and industrial perfor- 
mance by personal impressions 
that the available numbers 
should be used as at least a 
supplement. 

The most intensive scrutiny 
of the available evidence so far 
comes Grom a study by the dis- 
tinguished economic historian. 
Professor Nick Crafts, in a 
paper for the institute of Eco- 
nomic Affairs entitled Can De- 
Industrialisation Seriously 
Damage Your Wealth?. 
Because the paper neither ech- 
oes the gloomy talk about a 
collapsing industrial base, nor 
the once-more fashionable rem- 
edies of state aid for invest- 
ment, it has been largely 
ignored. But It has far more to 
tell us than we can expect from 
the forthcoming report of the 
crystal- gazers assembled by 
the chancellor. 

In fact. Crafts has a better 
chance of convincing those on 
the fence than most other com- 
mentators. His paper is a sur- 
vey of almost all the available 
quantitative research, not only 
his own. He eschews ideology 
and indeed speculative argu- 
ment. So far is he from being a 
Thatcberite that he appeared 
as a witness for Peter Jay in a 
television debate against the 
proposition that there had 
been an economic miracle in 
the 1980s. Nor has he previ- 
ously been been an IEA writer. 

My only quarrel with Crafts 
is his use of the awful Harvard 
system In which bracketed ref- 
erences such as (Joachim and 
Heifetz, 1985) clutter up the 
text. They will not convince 
anyone who does not already 
believe the author's thesis and 
are out of place in all but 
highly specialised original 
studies. They should be 
replaced by plain English, state- 
ments of the trend of recent 
scholarship; references can be 
given In the bibliography. 

In any case the substantive 
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Economic Viewpoint 

Time for England 
to buck up 

By Samuel Brittan 

Manufacturing output per personemployed (UK-100) 
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conclusion is that the gap in 
GDP per person employed 
between the UK and European 
competitors is much less than 
the gloom talk suggests. A 
table in Economic Viewpoint 
on November 19 suggested that 
there is no gap compared with 
Japan either. 

Admittedly, OK performance 
has lagged more in manufac- 
turing than in the rest of the 
economy. The big gap here is 
still with the US. American 
manufacturing output per head 
was twice as high as Britain's 
in 1870, when Mr Gladstone 
was presiding over his first 
effective administration. The 
proportional gap was, at a 
maximum, around 1950 and 
has since been declining. 

The manufacturing gap with 
Continental Europe has never 
been so large as with America. 
German man- 
ufactu ring 
output per 
head was 
indeed nearly 
50 per cent 
above the 
UK’s in 1977. 

But by 1989 
the differen- 
tial had fallen 
to 5 per cenL 
The gap with 


Japan (not shown in the chart) 
is similar. 

Crafts also nails the myth of 
"de-industrialisation”. Num- 
bers employed in UK Industry 
have fallen more than in most 
other countries, but mainly 
because the starting point was 
so high. By the late 1980s, the 
UK had much the same propor- 
tion of the labour force in 
industry as several other coun- 
tries with a similar level of 
income per head - for exam- 
ple, France and the Nether- 
lands. It is Germany and Japan 
that are the odd countries out 
with their high proportion 
employed in manufacturing. 

Most interesting of all is his 
refutation of the supposed “bal- 
ance of payments constraint on 
growth”. He notes, without 
becoming bogged down in 
them, the arguments about the 
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validity of the “trade gap”esti- 
mates. or about how much of 
the gap is the result of inward 
investment, particularly by 
Japanese companies. 

Crafts Is prepared to accept 
that although the share of Brit- 
ish exports in world trade has 
more or less stabilised, the UK 
has an exceptionally high ten- 
dency to devote increases in 
the national income to imports. 
This can be offset by allowing 
the real exchange rate to 
depreciate by about 1V« per 
cent a year. 

I should spell out that this 
need not mean a depreciation 
of the nominal exchange rate 
- that is the rate quoted in the 
newspapers - by this amount. 
If inflation by Britain's trading 
partners is. say. 3 per cent a 
year, then a lower UK inflation 
rate of V/x per cent in traded 
goods and ser- 
vices will suf- 
fice. On the 
other hand a 
larger nominal 
depreciation 
will fail to do 
the trick if it 
is offset by 
inflation. 
Crafts con- 
cedes too 
much to the 


Europhobic view that such 
adjustments would nnt { x>> ‘ — 
sible in the exchant^™-«i 
mechanism, mainly because he 
expects German inflation to w 
zero, which would indeed ho 
good news to the Bundesbank. 

A falling real exchange rate 
is not a godsend, but perhaps a 
necessary evil. It is normally 
accompanied by a deterioration 

in the terms of trade - that is. 

UK citizens effectively receive 
less in imports for a given level 
of exports. Crafts suggests that 
the effect is to reduce British 
living standards by 0.4 per cent 
a year. This is not a trivial 
offset to an underlying growth 

rate of 2 or 3 per cent, but 
hardly justifies the prevailing 
gloom and doom. 

Crafts devotes much atten- 
tion to supposedly new theo- 
ries which suggest that there 
are large returns to invest- 
ments. which are not captured ^ 
by the companies that make 
them, and that therefore gov- 
ernment subsidy is justified. 

He accepts the theoretical pos- 
sibility, but cites much expert 
ence showing that real world 
subsidies tend to retard rather 
than promote growth. -An 
example is the advanced gas- 
cooled reactor programme 
which is said to have produced 
nothing of any commercial 
value over 20 years. 

Moreover, John Smith please 
note. "German policies to sub- 
sidise high techno log)' sectors 
like aircraft, nuclear energy 
and telecommunications have 
been no more successful than a 
B ritish ones.” 

Nor are these failures acci- 
dents. Politicians’ incentives to 
win votes encourage excessive 
subsidisation of producer inter- 
ests and this cannot be effec- 
tively monitored or deterred by 
the mass of voters on whom 
the costs fall. 

Crafts is very critical of some 
aspects of British business cul- 
ture. The vulnerability to hos- 
tile takeover, unique in 
Europe, causes British compa- 
nies to maintain dividends and 
forego investment opportuni- 
ties in development and train- 
ing. He also criticises the 
absence of long-term consen- 
sual relationships between UK 
workers and their companies. . 

But on balance he believe.'? 
the reforms of the 1980s 
improved matters. The main 
future emphasis should not be 
on subsidy for manufacturing 
or high technology but the pur- 
suit of multilateral Interna 
tional agreements to reduce 
the extent of government sup- 
port for industry and to pro- 
mote freer trade. And if multi- 
lateral agreements are elusive, 

I would go for unilateral mea- 
sures in this direction. 
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Housing 
policy a 
danger to 
standards 

From Mr Charles A Wood. 

Sir, Your editorial (“Housing 
policy”, February 5) makes 
absolute sense. 

One of the great problems 
facing housing associations 
has been arbitrary change in 
government regulation. It is 
happening again: in effect part 
of the financial regime set up 
in 1989 is being dumped. In 
that regime bousing associa- 
tion grant has been calculated 
from a formula which Included 
cost, interest rates and afforda- 
bility to tenants. 

What is happening now is 
that (presumably) the Treasury 
is ordering a cut in grant to 55 
per cent in two years, which 
will drive rents well beyond 
the reach of the low paid. 

Certain MPs, particularly Sir 
Paul Beresford, have suggested 
that private property develop- 
ers should be allowed to com- 
pete with housing associations 
for government grant In my 
view this will lead to low con- 
struction standards and uncer- 
tain standards of housing man- 
agement. 

Surely the lesson of the 1960s 
policy errors is that the drive 
to lower costs is often miscon- 
ceived. Housing associations 
are not perfect; nor are they 
mad bureaucracies. It cannot 
be in the national interest to 
destroy diversity and local 
accountability. 

Charles A Wood, 
chairman. 

New Islington and 
Hackney Housing Association, 
122 Kmgsland High Street, 
London E3 2PR 


Classroom peace threatened by 
dogma and bureaucracy 


From Mr Peter Smith. 

Sir, Your leading article, 
“Classroom peace” (February 
9), makes eminent common- 
sense. Teachers, for totally pro- 
fessional reasons and not 
because they are so-called 
"trendy lefties” intent on a 
fight with the government, sin- 
cerely believe that students 
will suffer if the government 
this summer presses ahead 
with its publication of English 
tests for 14-year-olds. 

My union .agrees with your 
conclusion, that the way out is 
for the government to concede 
with good grace a year’s delay 
In publishing the test results. 
Sadly Mr John Patten, the edu- 
cation secretary, appears 
unwilling to listen. Instead be 
appears to be looking for con- 
frontation through a crude, 
old-fashioned exercise of teach- 
er-bashing. 


He would receive praise not 
derision from teachers, and 
indeed parents, if he put the 
interest of pupils before a dog- 
matic desire to discredit a very 
caring profession. 

Peter Smith. 
general secretary. 

Association of Teachers 
and Lecturers. 

7 Northumberland Street, 
London WC2N SDA 

Prom Mr Nigel de Gruchy. 

Sir, I have to challenge your 
assertion in your leader that 
the action being contemplated 
by the NASUWT union and 
perhaps other organisations is 
a threat to “classroom peace”. 

Nothing could be further 
from the truth. While the main 
concern of NASUWT is the 
mountainous increase in work- 
load, a successful boycott of 
the government's over-pre- 


scriptive and distorting 
arrangements for national cur- 
riculum testing and assess- 
ment would have beneficial 
effects foe the children. 

The beneficial side-effect •£» 
would be that teaching would 
be restored to the classroom. 
The disruptive, distorting and 
bureaucratic nightmare being 
imposed on pupils and teachers 
by the government's reforms 
would recede. 

You also made the huge 
assumption that the govern- 
ment’s version of testing would 
help to raise standards. I 
believe the overwhelming 
majority of teachers do not 
share your view. 

Nigel de Gruchy, 
general secretary, 

NASUWT. 

5 King Street, 

Covent Garden, A - 

London WC2E 8HN " 


Revenue staff cuts will carry a cost 


Prom Mr Clive Brooke. 

Sir, Andrew Jack’s article. 
"A taxman assesses years of 
change" (February 8). gives a 
somewhat misleading impres- 
sion that Inland Revenue 
staffing has remained much 
the same during the 1980s. 
The facts are quite dif- 
ferent. 

In 1979 there were 86,000 
Inland Revenue employees. 
That figure is now down to 
68,000, with 18.000 having been 
shed. And the government and 
the department have plans - 
as yet unpublished - signifi- 
cantly to reduce staff numbers 
further during the 1990s by 
shifting taxation administra- 


tion on to taxpayers and the 
private sector through moving 
towards a US-style self-assess- 
ment system. 

As the Chartered Association 
of Certified Accountants 
warns, this will carry a cost - 
not simply in money terms, 
but in a changed relationship 
between the Revenue and the 
taxpayer. 

Your readers should know 
that it is rumoured that last 
year, for the first time, the 
Revenue wrote off more than 
£lbn of unpaid taxes. While 
part of that increased writeoff 
without a doubt is attributable 
to the recession, much in our 
view Is due to the govern- 


ment's unwillingness to 
employ the number of tax col- 
lectors required. 

It is a strange world in 
which, while the government 
has to borrow ever more and 
contemplate raising taxes to 
cope with a soaring public sec- 
tor borrowing requirement, it 
fails to recover a fair amount 
of what is due to it already for 
the want of a relatively small 
number of staff. 

Clive Brooke, 

general secretary. ¥ 

Inland Revenue Stuff 
Federation, 

Douglas Houghton House. 

231 Vauxhall Bridge Road. 

London SWlV 1EH 


Donor-aided research programme needs greater funding 


From Dr PP A Van Look. 

Sir. Your article. “Not in the 
best of health” (February 4), 
quotes me as having said that 
lack of money has not been a 
problem for research in human 
reproduction and contracep- 
tion. 

Regrettably, this statement 
has been taken out of context 
and, as a result may give the 
impression that this field of 
research in general, and our 
programme in particular, is 
well provided for. I wish this 
were true. 


The special programme for 
research, development and 
training in human reproduc- 
tion is an international 
research programme. It Is co- 
sponsored by the United 
Nations Development Pro- 
gramme. the United Nations 
Population Fund, the World 
Health Organisation and the 
World Bank. The programme's 
activities are financed, not 
from the WHO’s regular bud- 
get, but from voluntary contri- 
butions by some 20 developing 
and developed country govern- 


ments and organisations. 

Until recently, these enlight- 
ened donors have been able to 
raise about SO per cent of the 
programme's biennial funding 
targets. However, the fact that 
donors have provided such 
support should not be taken to 
mean that there is no funding 
shortage for the field in gen- 
eral or for our programme. It 
only reflects the donors’ strong 
commitment and realistic bud- 
geting on our part 

I would point out that fund- 
ing for our current 1992-93 two- 


year programme is likely to 
reach only about 75 per cent of 
target because several of our 
European donors are forced to 
reduce their budgets for over- 
seas development aid and a 
number of their currencies 
have recently been devalued. 

P P A Van Look. 
acting director, 

special programme of research, 
development and research train- 
ing m human reproduction. 
World Health Organisation, 
CH-1311 Geneva 27. 

Switzerland 
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From conflict 
to co-operation 


A n air of apprehension 
hangs over today's trade 
talks in Washington 
between the European 
Community and the US, 
the first high-level meeting between 
the two partners since President 
Bill Clinton took office last month. 

On both sides, there is nervous- 
ness about how Sir Leon Brittan, 
the intellectual EC external trade 
commissioner, will cope with Mr 
Mickey Kantor. the new US trade 
representative and a shrewd deal- 
maker whose strongest card is that 
he has President Clinton's ear. 

The need to establish personal 
chemistry is important because 
EC-US relations fece a rough pas- 
sage, at least in the short term. In 
the first three weeks of the new US 
administration the EC has had to 
digest statements and actions in 
Washington which, though some 
were not initiated by the Clinton 
government, have heightened the 
already sharp European fears of 
trade conflict with the US. 

They include: 

• A US Commerce Department 
decision to Impose stiff anti-dump- 
ing duties on carbon steel products 
from 19 countries, including some 
EC members. 

• A US threat to freeze out EC 
companies bidding for millions of 
dollars worth of US government 
contracts, because of objections to a 
EC utilities directive. Potentially 
more damag in g is the hint that the 
US might withdraw from the Gen- 
eral Agreement on Tariffs and 
Trade's multinational government 
procurement code. 

• The new administration's resis- 
tance to extending the fast-track 
negotiating authority beyond its 
expiration date on May 31. An 
extension of the fast track, under 
which the president offers com- 
pleted trade agreements for con- 
gressional ratification without the 
opportunity for amendment by the 
legislature, probably offers the best 
prospect of wrapping up the six- 
year-old Uruguay Round of the Gatt 
world trade talks. There is some 
cause for optimism. Earlier this 
week the Canadian trade minister 
was advised in Washington that an 
extension would be sought 
Sir Leon denounced the steel and 
procurement decisions as “unilat- 
eral bullying”. He has also been 
frustra ted by the administration’s 
“go-slow” tactics on the Gatt With- 
out an agreement he believes, a 
faltering world economy risks miss- 
ing out on an expansion of trade of 
between $100bn and $200bn. Failure 
to reach a Gatt deal would further 
weaken an already-strained frame- 
work for resolving trade disputes. 

EC apprehension stems partly 
from the change of power in Wash- 
ington. President Bush was a 
known quantity, rarely allowing 
trade to dominate relations with 
Europe. He was adept at using 
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MR JACQUES Delors told the 
European Parliament yesterday 
that “the very idea of a united 
Europe is in peril". He was right 
The European Community's eco- 
nomic malaise is undermining its 
political credibility. Many bela- 
bour the UK for “competitive 
devaluation”, or “Anglo-Saxon cir- 
cles” for undermining chances of 
economic and monetary union. 
This search for scapegoats is more 
than a pity; it ia a mistake. 

Mr Delors rightly argues for a 
co-operative solution to Europe's 
economic problems. The difficulty 
has been that sensible co-opera- 
tive solutions have not been on 
offer. On the contrary, those co-op- 
erative solutions that have been 
offered - the European monetary 
system, as it operated between 
German unification and Septem- 
ber of last year, for example - 
have mode things worse, a possi- 
bility Mr Delors does not recog- 
nise. 

Nothing can be less appealing 
than defending the policies of the 
present government of the UK. 
Even so. It cannot be credibly crit- 
icised for whimsical resort to beg- 
gar- my -neighbour policies, as 
some do, however upsetting to 
other EC member states has been 
the manner of their implementa- 
tion. 

UK gross domestic product con- 
tracted by more than 4 per cent 
between the second quarter of 
1990 and the third quarter of last 
year. The UK also ran a trade defi- 
cit with the rest of the European 
Community of Ecu8.5bn (£&3bn) 
in 1992, larger than that of any 
other EC member country, bar 


Spain, while, its overall current 
account deficit was £lL8bn (2 per 
cent of GDP). Against so grim a 
background, even a devaluation of 
16 per cent cannot be viewed as 
predatory, whether or not it turns 
out to be a “dead end", as the 
. French prime minister Ms argued. 
No country can owe either 
exchange rate overvaluation or 
never-ending recession to its trad- 
ing partners. 

Sterling was forced out of the 
ERM because its parity proved 
incompatible with graonmfo recov- 
ery. It is for the same reason that 
the much-condemned spec ulato rs 
have doubted other parities within 
the system. What made these pari- 
ties inconsistent with tolerable 
economic performance was Ger- 
man economic policy, on the one 
hand, and the determination to 
eschew a degree of exchange rate 
flexibility, on the other. It is pecu- 
liar, therefore, for leading figures 
in German politics, largely respon- 
sible for the former, and leading 
figures in French politics, princi- 
pally responsible for the latter, to 
blame the consequences of those 
decisions on speculators, “Anglo- 
Saxons”, and other bugbears. 

The EC must deal with the 
underlying causes of its maiaiw 
The Bundesbank, for example, is 
not so much a cause, more a vic- 
tim of events. The most important 
cause was the refosal to allow the 
ERM to operate flexibly after Ger- 
man unificatio n Tbe outcome has 
bran a vicious circle of economic 
deterioration and political conflict 
The co-operation for which Mr 
Delors rightly calls needs to start 
here. All else is secondary. 


Water regulation 


YESTERDAY’S consultation paper 
on the future supply of water in 
the UK is the latest in a series of 
papers to be published by Mr Ian 
Byatt. the director general of the 
Office of Water Services (Ofwat). 
The papers have been produced in 
the run-up to next year’s periodic 
review of the regulatory regime 
for the water industry which will 
set the pricing formula until 2005. 

The publication of these papers 
has been a commendable demon- 
stration of glasnost Mr Byatt has 
set out the conceptual problems 
he feces in regulating tills most 
1 monopolistic of industries. The 
water companies, environmental- 
ists and consumers have all been 
invited to join the debate and 
given data on which to make 
informed judgments. 

This openness has well illus- 
trated the exceptionally difficult 
problems faced in regulating the 
water industry. One of the most 
intractable Is the requirement 
imposed on Mr Byatt to allow the 
water companies to make a rea- 
sonable return on capital. This 
requirement - not imposed on 
other regulators - was deemed 
necessary if the companies were 
to raise over £30bn needed to mod- 
ernise the industry. 

The definition of a reasonable 
rate of return led to an early clash 
between Ofwat and the compa- 
nies. Mr Byatt proposed a target of 
5 to 6 per cent; the companies say 
they need 9.5 per cent. 

A further complication arises 
from the division of duties 
between Ofwat, which regulates 
water prices, and other bodies 


which regulate water quality. 
Directives from the European 
Community and standards set by 
UK bodies such as the National 
Rivera Authority can impose big 
additional costs on the water 
industry. Mr Byatt is responsible 
for keeping water fells as low as 
possible, without being able to 1 
control the dominant factor posh- 
ing up costs - ever-increasing 
environmental standards. He has 
usefully brought into the open the 
question of whether environmen- 
tal standards are unnecessarily 
and expensively too high. 

However, some responses from 
the industry appear to have merit. 
It has criticised yesterday’s paper 
for a premature judgment that 
meters curb the growth in demand 
for water, arguing that prelimi- 
nary trials have been inconclusive 
and the results of the Department 
of the Environment's fuller study 
will not be available for several 
months. It has complained too 
that the arguments in last 
month's paper were guilty of cir- 
cularity in defining the value of 
the companies' assets. 

Yesterday's paper should not, 
therefore, be the last to be pub- 
lished by Ofwat before the peri- 
odic review. Further reports are 
needed in which Mr Byatt sum- 
marises the responses to his origi- 
nal position papers and gives an 
evaluation of their arguments. 
Both investors and consumers 
deserve to learn of Mr Byatt’s 
response to these rebuttals, 
and how he proposes to bridge the 
gap before he completes his 
review. 


Act on Cambodia 



SINCE THE signing in October 
1991 of Cambodia’s peace agree- 
ment, most of the 370,000 refugees 
in border camps have safely 
returned home, and 4.7m people 
have registered to vote in May’s 
elections. These are the positive 
achievements of the 22,000-strong 
United Nations presence. The fail- 
ures, however, are mounting. 

The UN Transitional Authority 
in Cambodia, Untac, which was 
charged with supervising, moni- 
toring and verifying the ceasefire, 
has Instead watched war continu- 
ing. Rather than being disarmed 
and cantoned by Untac, factional 
forces have intensified their fight- 
ing. The Khmer Rouge, though it 
committed itself to the agreement, 
is not participating in elections 
and has perpetrated numerous 
ceasefire violations including 
attacks on UN personnel It con- 
trols at most 20 per cent of Cam- 
bodia's territory and probably a 
far smaller proportion of the popu- 
lation. But violence is spreading. 
Government forces last week 
attacked Khmer Rouge positions 
in flagrant violation of the cease- 
fire- _ , 

Ceasefire and disarming 01 
troops were to be the building 
blocks of the free and fair elec- 
tions which the UN was to super- 
vise. Though they have not been 
achieved, the country is neverthe- 
less proceeding to elections. 

Cambodians, especially the 
Kluner Rouge, are responsible for 
the deterioration. However, 
U ntac's authority has been under- 
mined bv inability, under its 
peacekeeping mandate, to react 


strongly to ceasefire violati ons. It 
has not acted quickly or firmly 
enough to correct the situation. 

It is no longer enough for Untac 
to hang - on grimly and hope for 
the best The danger of p ushing 
ahead with elections without 
implementing other parts of the 
plan has been all too painfully 
demonstrated in Angola. If the 
Cambodian peace process is to be 
put back on track suffici ently f or 
elections to produce a constitution 
and a government which can be 
recognised internationally, the UN 
needs to take action. 

The options are not easy. It 
would probably not be possible to 
win support for a substantial 
change in Untac’s mandate. What 
is needed is a substantial effort to 
win observance of the original 
peace agreement, even if that 
means postponement of elections. 

China needs to exert leverage on 
the Khmer Rouge - so Ear it has 
avoided overt moves to distance 
itself France, seeking to re-exert 
its influence through President 
Mitterrand's visit today, bf* mis- 
chievously promoted the holdin g 
of presidential elections before a 
constitution is drawn up. The per- 
manent members of the UN Secu- 
rity Council, as well as Japan 
which is primarily financ in g the 
operation, must face up to the 
problem and act to correct it If 
file country descends again into 
civil war, the years of effort put 
into obtaining a peace agreement 
and the $2bn allocated to the UN 
force, will be wasted - not to 
mention the lives or yet more 
Cambodians. 


Lionel Barber and Nancy Dunne examine the tensions 
surrounding today's EC-US trade talks in Washington 

A meeting of 
suspicious minds 


threats of protection by Congress as 
a foil warning allies that be repre- 
sented the best deal on offer. 

President Clinton is an unknown 
Quantity. His big theme is change; 
but his relations with Congress are 
untested. His obvious focus is 
domestic, or as Mr Kantor put It in 
his confirmation hearings: “Trade 
policy is to be part of a coordinated 
and integrated economic strategy.” 

Some EC trade officials worry 
that this implies the entry of new 
players in Washington into the field 
of trade policy previously the pre- 
serve of a handful of politically 
insulated “experts”, such as Mrs 
Carla Hills, Mr Bush's trade repre- 
sentative. Particular concern cen- 
tres not only on Congress but also 
on the writings of Ms Laura D’ An- 
drea Tyson, the head of the Council 
of Economic Advisers and an advo- 
cate of “reciprocity” in trade, and 
perhaps Mr Lloyd Bentsen, the 
Treasury secretary and architect of 
tough 1988 trade legislation. Some 
hope that the discreet Mr Robert 
Rubin, r unning Mr Clinton’s eco- 
nomic security panel in the White 
House, could be a counterbalance- 

This uncertainty explains why Sir 
Leon made a serious effort to reach 
an outline agreement on the Uru- 
guay Round with the outgoing 
Republican administration. 

On January 2, four days before he 
formally took over his post, Sir 
Leon spent all day closeted with 
Mrs Hills. He offered sharp cuts in 
tariffs, prompting US officials to 
believe a large market-access pack- 
age could be completed before the 
inauguration. What happened next 
is in dispute. EC and US officials in 
Brussels say the outgoing adminis- 
tration failed to respond with a seri- 
ous counter-offer. In Washington, 
US officials say Sir Leon subse- 
quently backtracked because of 
division within EC. 

Sir Leon now feces a fresh US 
team. It is an adminis tration which, 
on the fragmentary evidence of its 
first three weeks, with so many pol- 
icies at home and abroad subject to 
review and with so many senior 
positions still unfin pd, is not about 
to be rushed. Nor is Mr Kantor, a 
man patient and clever enough to 
have faced down the ultimate nego- 
tiator, Mr James Baker, when the 
two determined the framework of 



impulses necessarily be read into 
the steel tariffs ruling, imposed in 
the first week of the new govern 
meat but long in train. 

Still, the US “wait-and-see" 
approach to the Gatt is not without 
risk, not least because it could exac- 
erbate several bilateral disputes 
already in the pipeline. The dispute 
over state support for Airbus Indus- 
trie. the European aircraft builder, 
may have temporarily been settled. 
But the EC remains angry over US 
taxes on European luxury cars, 
while the US-EC accord on agricul- 
tural export subsidies reached late 
last year, supposedly clearing the 
way for a Gatt deal, is still fragile. 
Above all the steel and procure- 
ment rows, both of which Sir Leon 
and Mr Kantor must address today, 
underline the dangers of confiict. 

What irks Brussels is that the US 
steel duties include a 10-year period 
in the 1980s when the EC was oper- 
ating under a global “voluntary” 
restraint agreement with the US. 
The US action looks like a breach of 
faith, but it also represents an 
abuse of the wide-ranging US anti- 
dumping law to protect a cassetted 
industry, says an EC official. 


T he dispute over the EC 
utilities directive is mur- 
kier. It allows EC gov- 
ernments to reject ten- 
ders where the non-EC 
content Is more than 50 per cent. 
Also, preference is given to tenders 
where more than half the contents 
are EC-produced, even if the price is 
up to 3 per cent higher. Mr Kantor 
claims the directive blocks US 
access to government contracts; but 
EC officials see it as an important 
market-opening initiative and a cen- 
trepiece of the single market pro- 
gramme, allowing outside bidders 
to enter a business worth about 
Ecu50bn <£40.6bn) in telecoms and 
electrical equipment alone. 

One potential compromise is to 
drop temporarily the 3 per cent 
clause in return for reciprocal con- 
cessions under tbe US Buy America 
Act, a federal law which encourages 
domestic procurement. But the 
bilateral disputes cannot conceal 
the main task in front of Mr Kantor 
and Sir Leon. This is to establish a 
road map for a future Gatt agree- 
ment which includes tackling spe- 
cific areas of dispute and a commit- 
ment to an early deal. 

Without such a commitment, says 
Mr Gijs de Vries, a Dutch Euro MP 
and close observer of US-EC rela- 
tions, trade tensions will come to 
dominate the transatlantic alliance, 
putting at risk necessary co-opera- 
tion in other areas such as bringing 
peace to the former Yugoslavia and 
helping reform in the former Soviet 
Union. The Clinton administration 
would not dissent from this view. 
But defusing trade disputes will not 
be easy in the current climate of 
suspicion on both sides. 


last year’s presidential debates. 

The key will be Mr Clinton him- 
self. Those who know him well like 
Ms Paula Stem, former head of the 
International Trade Commission, an 
Independent regulatory body, are 
convinced that philosophically he is 
a free trader, which was indeed the 
balance of the evidence of last 
year’s campaign. She insists Mr 
Clinton understands better than did 
Mr Bush that "America's prospects 


are tied up with global prosperity”. 

In spite of the EC's fears about 
resurgent US protectionism, Mr 
Clinton’s words on trade as presi- 
dent have so far been carefully mea- 
sured. He certainly did not encour- 
age tbe US auto industry's pursuit 
of anti-d umping remedies and this 
lack of support was probably a fee- 
tor behind Detroit’s decision on 
Tuesday not to proceed as threat- 
ened. Nor can new protectionist 


Absence of road pricing takes its toll 


B Would the British 
electorate rather 
pay road tolls or 
medical bills? 
Astonishingly, this 
bade question is not 
being asked in the 
government's new 
PERSONAL review of public 
VIEW spending priorities, 
which covers only 
health, education, social security 
and the Home Office. 

Road tolls are being eased on to 
the political agenda, but as a sepa- 
rate item promoted by the transport 
department. Yet the provision of 
roads is as much part of the welfare 
state as tbe provision of state pen- 
sions and schools. And although 
public expenditure on roads is mod- 
est compared with the health bill 
the yield from tolls could easily be 
more than £l0bn. 

There could be even bigger gains 
to the public sector borrowing 
requirement if roads were priva- 
tised. The German government has 
recognised the benefit of such a 
move, having just approved plans to 
privatise its autobahns and impose 
an annual fee. 


Resource allocation on Britain's 
road system is one of the last out- 
posts of Soviet-style economics. 
Road usage in big cities and on 
many inter-city routes is limited by 
queueing rather than pricing, as 
used to happen in Moscow’s food 
stores. No attempt is made to 
charge for factors such as vehicle 
emissions, congestion or accidents, 
echoing the practice applied to East 
Germany’s chemicals plants. 

There is a strong economic case 
for sweeping all this away and 
replacing it with electronic road pri- 
cing, especially in urban areas, with 
premium rates for tbe rush hour 
and discounts after midnight. For 
users concerned that the system 
might, allow their movements to be 
tracked, technology exists for than 
to be charged anonymously. 

By contrast, the market for 
healthcare is bedevilled with infor- 
mation problems, as US medical ser- 
vices demonstrate. Doctors know 
much more than their patients, 
which allows them to charge for 
unnecessary tasks. The threat of 
negligence suits helps to institution- 
alise this over-provision. Private 
health Insurance suffers from mar- 


ket failure owing to “too much 
information”: there can be no insur- 
ance for chronic conditions where it 
is known that treatment has to be 
provided, nor can hereditary condi- 
tions be covered. 

Recent studies of road pricing do 
not give figures of probable reve- 
nues, so we have made tentative 
estimates. We reckon the annual 
ton revenues at £lL5bn, assuming a 

Resource allocation 
on Britain's road 
system is a last 
outpost of Soviet-style 
economics 

rate of 3p a kilometre for cars on 
motorways and trunk roads, close 
to the French level, and 8p in 
towns. This also assumes that tolls 
cut traffic volumes by one-fifth. 
Experience of tolls on UK river 
crossings and continental motor- 
ways suggests that a substantial net 
income would remain after collec- 
tion charges. Moreover, tbe flota- 
tion value of tbe railway companies 


Observer 


should be increased. 

If the entire road network were 
privatised, the private sector would 
raise the capital to develop and 
install the toll collection systems 
and to fUnd the existing road build- 
ing programme. The flotation value 
would be very roughly £75bn, at a 
price/earnings ratio of 12, neglect- 
ing tax, if annual collection costs 
were 10 per cent of revenues, and if 
creation of the toll systems cost one 
year’s revenue. The German govern- 
ment estimates that its autobahn 
network is worth DMl20bu- 
DMlSObn (more than £50bn). 

Tbe effect on the PSBR would be 
significant If these proceeds were 
spread over five years, the PSBR 
would be cut by £l8bn initially 
(£15bn from the flotation, plus £3bn 
saving on road expenditure), and by 
more as the savings on debt interest 
built up. After five years, there 
would still be an annual saving of 
some £9.5bn (£6.5bn from lower 
interest payments, plus the £3bn). 
The exact figures would of course 
depend on many items, Including 
the treatment of local authority 
spending and on whether the road 
fund licence was retained. 


Fate of 
the art 


■ Amid all the fuss about what’s 
to happen to British Rail’s multi- 
billion-pound pension fund, one 
little detail seems to have been 
missed. Who gets the art collection? 

British Rail’s decision to Invest 
£40m of its workers' pension monies 
in works of art in the 1970s has 
proved to be one of its more 
imaginative business dec i si on s. 
Helped by Sotheby's. BR bought 
2.200 high-quality objects from Old 
Masters and Impressionists to 
Chinese antiquities. 

Luckily tt got rid of most of them 
before the art bubble burst in 1989, 
and reckons to have earned an 
annual return after inflation of 
6 per cent on its investment 

With the Impressionists, 
in cluding important works by 
Renoir and Monet it did much 
better. Having put in £3.4m, it 
recouped 10 times as much just 
before that particular segment of 
the market's technicolour collapse. 

Only around 350 objects remain 
in the collection but they include 
some of the finest canvases, 
particularly of tbe Old Master kin d. 
There »s a striking Van Dyck of 
the Little Princesses, on loan to 
the National Gallery of Scotland, 
and a Goya Bullfight currently 
thrilling aficionados in tbe 
Fitz william. A similar Goya sold 
in December for almost £5m. 

Somebow Observer suspects that. 


if the remnants of the collection 
pass into the Treasury’s hands, 
they will either be off-loaded at 
just the wrong moment or stuck 
in some anonymous warehouse. 
Perhaps the pension fond trustees ' 
should strike first, and hand what’s 
left to the railway museum at York. 


Gros Mac 

■ What price haute cuisine now? 
A study by consultants MKG 
Conseil shows that France's most 
prominent restaurateur today is 
McDonald's, which last year 
overtook all rivals with a 26 per 
cent hike in sales to FFr4. Ibn. 


Heavy loss 



■ Before Britain loses Storehouse’s 
David Dworidn to a new life in 
California, Observer thinks readers 
should know the secrets of the BhS 
and Mothercare group chief 
executive's diet After all even 
though by no means porky on 
reaching BhS from America in late 
1989, lie has since personally shed 
as much further excess fat as he 
took out of the business. 

His intake is apparently based 
on regular helpings of carbo- 
hydrate. Favourite lunch Is a jacket 
potato followed by yoghurt, but 
he denies wandering around the 
brad office eating a bowl of Rice 
Krispies. Whenever bis blood sugar 
is a little low he unzips a banana. 

Another ingredient, which may 


“What's sterling up to now?' 


account for the breath of fresh air 
he has brought to Storehouse, is 
plenty of exercise. But since be 
sometimes takes it to the extent 
of working in cycling shorts, he 
may well be better suited to life 
on the west coast. 


City chiller 

■ The City of London 
establishment should surely shiver 
at the sight of Morgan Stanley 
International the London end of 
the pushy Wall Street broker, 
sharing the underwriting of the 
Commercial Union rights issue 
with Kleinwort Benson. 

It’s one thing for firms like 


Morgan Stanley to earn a crust 
by brokering clever deals to UK 
corporate clients. But the CU deal 
was a bog-standard rights issue 
which Kleinwort, ClTs traditional 
adviser, would have dearly loved 
to have done on its own and 
collected the full fee. 

Presumably Morgan Stanley's 
name has been added as a reward 
for past favours to CU. It certainly 
belies the accusation that US 
investment banks are only 
interested in doing deals and not 
prepared to invest in long-term 
relationships with their clients. 


Wash out 

■ Malaysian company Hidong 
deserves at least a small prize for 
its excuse for not yet publishing 
its results for the half year to 
September 30. It blames difficulties 
in replacing departed accounts staff, 
due to Hooding during the monsoon 
period of November and December. . 


Vein hopes 


■ Talk about cutthroat competition. 
Hoping to boost its supplies, 
Norway’s Haukeland blood bank 
is offering donors free admission 
to the local cinema, currently 
showing Dracula. 

Meanwhile, recession is 
prolonging the life of a Finnish 
monopoly industry. The country’s 
sole shoeshine boy, 69-year-old 
Leonty Ivanov, has postponed his 


This privatisation would create a 
series of companies with good 
potential to develop new technolo- 
gies and services for sale on domes- 
tic and international markets. At 
home, they could sell real-time traf- 
fic information systems to drivers 
and, eventually, road guidance 
systems to take over control of 
vehicles ou the motorways. Abroad, 
they could sell their expertise in 
electronic toll collection and guid- 
ance systems into what looks set to 
be a rapidly developing market 
Road pricing offers a way of 
slashing the PSBR. while reducing 
congestion and pollution, and creat- 
ing the base for a world-class high- 
tech industry in the UK. The eco- 
nomic arguments in its favour seem 
almost overwhelming compared 
with those for charges in other 
areas of the welfare state, especially 
healthcare. Yet it is not even on the 
agenda. Something is wrong. 

Giles Keating 


The author is chief economist at 
Credit Suisse First Boston 


planned retirement because lack 
of custom at his Helsinki stand 
means hell need longer to pay off 
his tax arrears. 


Van hopes 

■ Wheels within wheels. 
Motor-industry watchers goggled 
at the speedy departure from DAF 
of Sandy Mathieson to return to 
his former British Leyland haunts 
with Rover. Could this herald a 
Rover-led rescue of Leyland DATs 
Birmingham van plant? 

For one thing, Mathieson was 
In the front seat beside current 
Rover chairman George Simpson 
while be was turning round British 
Leyland's van business before the 
merger with DAF in 1987. 

For another, the man who then 
took over the controls - Graham 
Morris - is also back with Simpson 
overseeing European marketing 
operations. And, for good measure, 
the faltering van plant supplies 
the key body components for Land 
Rovers and Range Rovers to boot 

Alas, hopes that Simpson and 
Morris had pulled in Mathieson 
for a mercy dash appear to be mere 
wishful thinking. It's said he'd 
decided to make his move well 
before DAF ran out of road. 


Troublemaker 

■ How do you spot an anarchist 
In Switzerland? 

He doesn’t use the postcode. 
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building products, 
drinks dispense, 
fluid power, 
special engineering. 


IMI pic, Birmingham, England. 
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NBC makes apology to GM 

Carmaker’s determination is clear, writes Martin Dickson 


THE LEX COLUMN 


ONE OF America’s best known 
television presenters, Ms Jane 
Pauley, took to the screen on 
Tuesday night to deliver a grov- 
elling apology on behalf of the 
NBC network to General Motors, 
America's biggest carmaker. 

NBC's admission of wrong- 
doing came just a day after GM 
launched a suit for dpftimatinn 
against the network, which it 
said had rigged a broadcast test 
of a GM truck to make it burst 
into flames daring a collision. 

In particular, GM said NBC 
had fitted small incendiary 
devices - boosters Car toy rock- 
ets - underneath the vehicle. 
The devices were detonated by 
remote control, thus ensuring 
that any petrol spilt during the 
collision would catch fire. 

The current affairs progr a mme 
Dateline NBC had aired plctnres 
of the blaze without tailing its 
llm viewers about the rockets. 

Apologising to bath GM and 
viewers, Ms Pauley said the 
crash demonstration was Inap- 
propriate, the use of “incendiary 
devices" was a “bad idea from 
start to finish”, and that the pub- 
lic should have been told about 
the devices. GM followed 
through by calling off its legal 
action. 

GSTs investigation began after 
a tip that the tests were rigged. 
The company wrote to NBC seek- 
ing its co-operation and access to 
the two vehicles involved, only 
one of which (a 1977 model) 
cangbt fire. NBC replied that the 
pick-ups had been destroyed. 

GM, however, scoured damps 
in rural Indiana around the test 
site, found the vehicles, and 
signs that the rocket devices had 
been taped to them. It also 
uncovered photographic evi- 
dence of a remote-control device 
being used to set off the explo- 
sions and puffs of smoko coming 
from beneath the vehicles just 
before collision. 

Ail X-ray of the 1977 vehicle’s 
fuel tank showed this had not 
been pierced - contrary to 


Major faces 
party rebels 

Continued from Page 1 


The government would have 
opportunities both in the House 
of Lords and at the Commons’ 
report stage to reverse it 

Labour and the Liberal Demo- 
crats yesterday insisted that the 
UK could sign the social chapter 
in a brief procedure without 
opening up the treaty to foil-scale 
review. 

Privately Labour acknowledged 
it had little chance of Imposing 
the social chapter on the govern- 
ment, but every effort will be 
made to maximise the Conserva- 
tives' discomfiture. 

Meanwhile, government busi- 
ness managers are aiming to per- 
suade Labour and Liberal Demo- 
crat pro-Europeans that they are 
Jeopardising the whole treaty by 
backing the social chapter 
amendment Pressure on Labour 
is also expected through over- 
tures to European socialist par- 
ties, to persuade their British col- 
leagues to back down. 


- 




GM executive vice-president Barry Pearce points to a Chevrolet pickup trade used in a crash test by NBC 


fllainn in NBC p ra graunrat- 

And by ff tiding the previous 
owner of the vehicle, GM estab- 
lished that it was fitted with a 
faulty foal cap. 

In other words, the fire set off 
by file explosive devices was fed 
by fuel escaping from the 
vehicle’s filler tube, when the 
fuel cap flew off in the collision, 
and not from a ruptured tank. 

Bat the dash between two of 
America’s best-known household 
names will not end here. 

It strikes a severe blow to the 
credibility of NBC. which is 
already straggling with a serious 
morale problem. Since its take- 
over by General Electric in 1986, 
NBC has dropped from first to 
last in the mtfnp of America’s 
three network s . This latest blow 
comes on top of the recent loss of 
its late-night talk-show host, Mr 
David Letterman, to rival CBS. 

GE is believed to want to sell 
NBC and the GM debacle is 
likely to strengthen its resolve. 

The incident also underscores 
die dubious quality of some US 


investigative television report- 
ing; which often seems shallow 
in its analysis and sensational in 
its treatment qf facts. 

Media analysts suggest stan- 
dards have slipped over the past 
two decades as networks have 
faced declining budgets and 
increased competition for view- 
ers from cable channels. 

NBC said yesterday that from 
now on “unscientific demonstra- 
tions” would have no pi** in 
hard news stories at the net- 
work. 

The apology also gives a boost 
to GM, which is straggling 
against a tide of publicity 
over the safety of its C/K pick-up 
tracks built between 1978 and 
1987. The fuel tank* on these 
pick-ups are located at the ride, 
and outside the main frame, 
which critics have alleged mate 
them particularly vulnerable to 
fire when hit from the side. 

Last week a jury in Atlanta, 
Georgia, found GM guilty of neg- 
ligence in the design, of the 
tracks and ordered it to pay over 


German autobahn tax plan 
drives straight into problems 


By Quentin Peel in Bonn 

THE German government’s plan 
to impose a new road tax on 
autobahn users yesterday ran 
into a barrage of abuse, mostly 
from motorists. 

As Germans woke up to the 
tact that their favourite weekend 
pastime, alternately (firing with 
death at unlimited speeds and sit- 
ting in autob ahn traffic jams, 
was going to cost them up to 
DM400 ($250) a year, the Oak 
started flying. 

Mr Otto FUmm, president of 
ADAC, the motorists’ club, said 
his members already paid petrol 
taxes and it was unreasonable to 
make them pay twice. He 
suggested a special tax on lorries 
instead. 

Mr Ekkehard Gries, tranqxnt. 
spokesman of the Free Democrats 
(FDP), the crusading free 
marketeers in the ruling coali- 


tion, called the plan "nothing 
more than money- skimming " 

Even the leftwing anti-motor 
lobby was criticaL Mr Franz 
SteinkOhler, leader of the engi- 
neering union, IG Metall, called it 
"an act cf monumental dim-wit- 
tedness". 

Bonn gloomier on outlook ' 
for west Germany — Page 2 

The Greens mM making motor- 
ists pay to drive on. motorways 
would only encourage them to 
use them more, in order to get 
value for money. According to an 
instant opinion poll by the Forsa 
research institute, 46 per cent of 
Germans will stop using the 
autobahns if the charge is intro- 
duced. Some 12 per cent said they 
would take to public transport, 
and 37 per cent would carry on 
regardless. 


The final blow came from Mr 
Kbp ig Stefienhagen, ri nrinna n of 
the police trade union in North 
Rhine- Westphalia, where a web 
of autobahns covers the indus- 
trial heartland. He said his mem- 
bers were already overworked 
and underpaid, and would not 
enforce the new system. "We wifi 
fight this one all the way," he 
said, "to make sure our members 
don't have to turn into tax 
. inspectors." 

The extraordinary backlash 
took Chancellor Helmut Kohl and 
his colleagues by surprise. The 
transport ministry hastily 
explained that the tax was only a 
first step to an electronic toll sys- 
tem which would charge motor 
ists by the mile. 

- Mr Dieter Vogel, the govern- 
ment spokesman, said no date far 
its introduction, nor any figure 
for the motorway charge, had 
been agreed. 


Colin Powell may quit ahead of time 


By Jurek Martin 
in Washington 

GENERAL Colin Powell 
confirmed yesterday that he was 
thinking of retiring early as 
chairman of the joint chiefs of 
staff, but flatly denied this was 
because of disagreements with 
the Clinton administration. 

He appeared on morning televi- 
sion shows after a report in the 
New York Times which quoted 
"friends and associates" saying 
he was unhappy with President 
Bill Clinton's determination to 
admit homosexuals into the mili- 
tary and with the extent of the 
defence budget cuts under con- 
sideration. 


Gen Powell's second two-year 
term as chairman of the joint 
chiefs expires at the end of Sep- 
tember. 

He arid yesterday that he had 
told Mr Dick Cheney, the previ- 
ous secretary of defence, last 
summer that he would not seek a 
third term even If President 
George Bush were reelected. He 
had spoken then of leaving the 
post a month or two early in 
order to resettle his family. 

But he vigorously denied sug- 
gestions that he was at odds with 
the new administration’s policies. 
*Tm not in any conflict with the 
administration over their plans 
and I am not planning to retire 
early as a result of any conflict." 


He said the military had 
received "good guidance" from 
Mr Clinton and Me Les Aspin, the 
new secretary of defence, with 
both of whom he had "a fine rela- 
tionship”. He said he had every 
Intention of testifying before Con- 
gress in support of the new and 
reduced defence budget. 

Gen Powell was also at pains to 
stress that the military at large 
was not distressed by the new 
policies. “There's nobody over 
here in a blue tank, thinking the 
whole word has dropped on us," 
he said. "We Shouldn't let the 
impression be created around the 
country that somehow we are 
fighting the president” 

He reiterated his "concerns" 


about admitting homosexuals 
into the military, but said the 
president’s guidance on the issue 
was clear and he was not about 
to be "insubordinate" by frustra- 
ting ihwn 

Gen Powell is rated a phenome- 
nally successful chairman of the 
joint chiefs, and not only because 
of the victory in the Gulf war. 
His doctrine of "maximum force" 
has been criticised by some who 
fool that it delayed US interven- 
tion in hnrngtiitairiftTi crises SU&l 
as Somalia, but his reluctance to 
commit forces overseas without a 
clearly defined mission com- 
mands much respect in Washing- 
ton, where he is rated as -a con- 
summate politician. :*y- 


Italian Socialist justice minister resigns 


Conti nued from Page l 

Martelli Is the first to resign. 

Prof Ginllano Amato, the 
prime minister, last night faced 


replacement and maintaining the 
credibility of the government. He 
will assume the justice portfolio 
Mwmif in the interim. 

The lira weakened in after 


the delicate task of finding a hours trading: It was quoted at 


Last against the D-Mark com- 
pared to LS26 at midday. 

Commenting on Mr Martelii’s 
resignation, a rare gesture in 
Italian politics, Ur Achille 
Ocdtetio, the leader of the for- 


mer communist Party of the 
Democratic Left said: "Mr Mar- 
telll’s action is appreciated at a 
personal level but it Is a situa- 
tion which Involves the whole 
government." 
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$10Sm to the parents of a teen- 
ager kffled in am involv- 

ing a C/K. GM is appealing. 

Government regulators are 
investigating the safety of the 
vehicles, which GM insists are 
no more than of 

its rivals* If the regulators dis- 
agree, they could order a recall 
of the e s timate d 4,7m tracks am 
on the road for modification, 
which would cost gm hundreds 

of uifllinng of dnTbrr* and lay it 

open to more suits. 

GM’s legal action demon- 
strates forcibly that the company 
Is prepared to fight hard to 
defend its pick-ups, and will not 
recall Hiww unprompted. 

The apology from NBC is a big 
morale-booster for a company 
which has faced a barrage of bod 
publicity as it struggles to torn 
its North American car 
operations back to profit. All 
this was spelt out in meticulous 
detail by GM at a two-hour news 
conference on Monday, complete 
with a dramatic unvrifing of the 
smashed-up test vehicles. 


Insurance companies have' y poor 
record of managing expansion. The 
market might therefore wonder 
Whether. Commercial Union- can 
datives- a decent return on the £4 28 m 
(8645m) raised yesterday/ Having 
takwrofl m ’"‘MW "" 111 pr frTnmm 
income last year, the company is mov- 
ing at speed. Ye ste rd ay’ s fall-year fig- 
i ures ..show the eartyAenefits of the 
premium increases which have been 
implemented both Tin the UK and 
abroad. The danger- is that capital 
- fln tmrriflwri to the maffcefc from here on 
jwSllarrfve just in time to catch the 
nprf down-swing in . the insurance 
cyefc ' r ' 

C8 might argue that competitive 
pressures will be slow to re-emerge 
thisvtnne around. Composite inu m-ww 
have raised over nbn either from rich 
fw etfritv or, is the ran™**- of Sim Alli- 
ance’s convertible band on Tuesday, 
from the enpHni markets In the last 
, year. But that replaces duly A fraction 
'of tfce capital sucked out by losses 
since the Me 1980s- There is certainly 
no sign yet cf UK rates starting to 
soften. With so many erf the opposition 
disabled by mortgage indemnity 
kisses, the opportunity to snatch UK 
market share most look too good to 
pass up. Although expanding life 
-assurance sales in relatively unknown 
markets like Spain and Italy carries 
risks, ft might provide valuable bal- 
ance to the more violent swings in 
general insurance 

judging by the 2 per cent rise in the 
shares yesterday, the irmrkpt is willing 
to give the company the benefit of the 
doubt. But the competition is unlikely 
to just sit back and watch. By bringing 
its results forward to bmnrh the rightu 
issue, CU was keen to be at the front 
of the qu«te for funds. Too many 
more cash calls from insurers win be a 
signal to dear out of the sector. 

Germany 

Foreign exchange markets had been 
primed to expect so little from yester- 
day's German money market repur- 
chase operation that a 7 basis point 
cut in the rate to &5 per cent actually 
«hm> as something of a refief. Yet it is 
a «ign of the Bundesbank's extraordi- 
nary reluctance to relax monetary pol- 
icy that it has not allowed the money 
markets to adjust fully even to last 
week’s quarter point cut in tire dis- 
count rate. On the surface, that locks 
a singularly hard-hearted reaction to 
the latest government report, which 
gloomily forec asts a decline of up to 1 
per cent In economic output this year. 
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So what is holding tire Bundesbank 
back? Perhaps it is partly the convic- 
tion that the downturn in the econ- 
omy is not as bad as the high-profile 
troubles in manufacturing suggest 
Perhaps, too, it believes Out only a 
credible antHnflation policy will pro- 
duce the low longterm interest rates 
; needed to f jpum* the budget H o firit at 
reasonable cost The bank must also 
be worried that lower shortterm inter- 
est rates could spark a surge in the 
dollar, pushing up prices at hemp 

If the Bundesbank is ding in g to 
these beliefs in the face of a such a 
sharp rise in unemployment, it is diffi- 
cult to see it letting them fede entirely 
into oblivion as soon as the money 
supply n umb ers improve. There is fit- 
tie ground to believe that rate cuts 
will be as aggressive as In 198263 
when the discount rate was. cut by U 
points in the space of six months. 
Sooner or later the exchange markets 
win cease to be distracted by tiny rate 
cuts and strains in- tile TOM wfll reap- 
pear with a vengeance. If that leads to 
the break-up of the system, other 
European economies wfll be spared, 
the worst of what promises to be a 
pretty nasty recession.'' Either way it 
-hardly bodes wefl for Germany ItsriL 

Storehouse 

A 10 per cent fall in Storehouse’s 
shares over the past two days seems a 
rathe? extreme response to its chief 
executive's departure. Shareholders 
presumably took the view that if Mr 
David Dworidn had derided to trice 
the money "and run they should per- 
haps do likewise. The ir nerv o usness is 
understandable. Since Storehouse had 
previously, been trading on a prospec- 


tive multiple in the high 20s, there 
was little room for any trading wob- 
bles. Although there is no hint of any 
.boardroom r anc our. Mr Dworkin’s 
departure is abrupt and leaves a con- 
siderable void. As the inspirational 
force behind- BhS's renaissance, Mr 
Dworidn was as much the symbol of 
ffhwwg R as its architect The fear is 
Storehouse will lose momentum 
unless an energetic successor is 
appointed quickly. 

Storehouse has no financial worries 
after disposing of Habitat and Rich- 
ards. Its two main trading companies 
are operationally sound. BhS has deci- 
sively turned the corner and Mother- 
care appears to be on the mend. Ms 
Ann Iverson, who followed Mr Dwor- 
kin from' Bon wit Teller to BhS and 
now has a. critical role in rejuvenating 
Mothercare, has signalled her determi- 
nation to stick with, the challenge. 

Even so. Storehouse’s shares seem 
likely to drift until the top slot is 
filled. Worrytagfy, there are no obvi- 
ous candidates in sight The longer the 
wait, the more jittery the market will 
become. 

Lloyds Abbey 

-Yesterday's foil-year -results will do 
fittte to encourage Lloyds Abbey Life's - 
biggest shareholder to increase its 
stake. Selling life assurance products 
to Lloyds Rank customers has proved 
far from recesaiairpxoof. New business 
figures are generally better than 
achieved by competitors without the 
benefit of a captive audience. The 
longterm argument In favour of ban- 
kassurance remains intact But the 
slower rate of grow th suggests bank 
customers are not all lining up to buy 
insurance. Lloyds Abbey feces a hard 
slog reaching customers in the num- 
bers talked about when the alliance 
was first hatched. 

With its exposure to estate agamaes 
mid mortgage lending, Lloyds Abbey’s 
A*rniwgg might be expected to recover 
.smartly once the housing market 
turns. Eocmomic' revival will equally 
help sales of profitable regular pro- 
. mfom fife products.. But that may .not 
wiwm sharply hi gher dividends. This 
year’s unchanged pay-out le only just 
covered by di s trib u t a ble profit Higher 
sales of fife assurance will have to be 
backed by additional capital. &me 
will have to come from retained- earn- 
ings. While interest rates are low. a 53 
per emit yield will doubtless provide 
some support for the shares. But -the 
market is likely to remiin sceptical 
until the growth prospects are ctear. 


ATTENTION ALL 
BUILDING SOCIETY INVESTORS 



PAID GROSS* 


• Falling rates are good for UK and International bonds. 

• Morgan Grenfell Reserve Assets Bond Fund 
aims to pay 8% gross* annual yield. 

• It also offers prospects for capital "growth. ’ 

• Now is the time to unlock your Society time deposits- 

Callfree 0800 282465 toda y. 

• Estimated gross annual yield based on a Net Asset Value price of I0i.43p as at 4th February 
1993. You should remember that die price of shares and die income from them may fall as well as 
rise, and you may not get back the amount you originally invest. Changes in exchange rates 
may also affect the value. 

Past performance is not necessarily a guide to future returns. 


lb: Morgan Grenfell Investment Funds Limited, 20 Finsbury Circus, London EC2M JUT. nr ties 

Please send me details of the Morgan Grenfell Reserve Assets Bond Fund. ... 


Address 


Postcode 



MORGAN 
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Issued by Morgan Grenfell Investment Fundi Limited. 20 Finsbury Circus, London 6C2M 1UT. Member of IMJRO. 
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Schneider sells off 
components arm 

Schneider, the French engineering and con- 
struction group. Is finalising a deal to sell Jeu- 
mont-Schneider, Its electronic components 
arm, to Framatome, the state-owned supplier 
of nuclear reactors. The disposal is expected 
to be a complex deal, with Framatome retain- 
ing the company's nuclear activities but selling 
non-nuclear interests. Page 14 

Insurers hit the doldrums 

Problems at French Insurers could scarcely 
have come at a worse time. The Insurance 
industry has hit the doldrums Just as the three 
state-controlled companies - DAP, AGF and 
GAN - are preparing to be privatised. Page 16 

UK season opens amid gloom 

As the UK reporting season opens, investors 
expect disappointing news. Profits and divi- 
dends are expected to show no growth or a 
slight aggregate fall. New accounting rules will 
make results more volatile but easier to ana- 
lyse, The Financial Times is modifying its 
reporting of UK results to make the most of the 
new Information. Page 19 


Chinese seek Hong Kong listings 



Some of China's largest state-run industries 
will this year list on the Hong Kong Stock 
Exchange. The potential for Hong Kong is 
enormous. However, one obstacle to the 
smooth launch of Chinese flotations is a need 
to re-educate the companies' management 
Page 17 

Aluminium floods into the west 

The flood of CIS aluminium exports that has 
threatened the survival of some European 
smelters is also causing grave concern in the 
CIS. where some industries', including fish can- 
neries. have run short of the metal. Page 22 


Pharmaceutical stocks wobble 

Pharmaceutical stocks, a 
salve for market woes 
for much of the reces- 
sion. have started to 
wobble. Most British and 
American drugs stocks 
have been caught as 
investors switch out of 
defensive companies. 
The environment for 
healthcare stocks is 
changing for the worse. 
Back Page 
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Accounting change takes Ford loss to $7.4bn 


By Martin Dickson In N«w York 

FORD Motor, the US carmaker 
yesterday reported a $7.4bn loss for 
1992, doe largely to a $6.9bn non-cash 
charge for a change in accounting prin- 
ciples but also a $419m fourth-quarter 
charge for restructuring its European 
operations. 

The accounting change involves retir- 
ees’ health benefits and affects all US 
companies. Ford’s charge is one of the 
highest reported, bat it will be dwarfed 


today by a 820.8bn charge doe to be 
announced by Genera] Motors. 

For the fourth quarter. Ford 
announced a loss of $64 Om, or Si .85 a 
share, after taking the 641 9m charge for 
restructuring in Europe, where it has 
been hit bard by recession and is cut- 
ting jobs extensively. The loss compared 
with red ink of 6476m, or 61.03 a share 
last time, and was struck on sales of 
625.41m, np foam $2L98bn. 

The group’s foil-year loss of 67.4bn, or 
$15.61 a share, comp a red with a loss of 


62 .25 bn, or $4.79 a share in 1991. Exclu- 
ding accounting changes, it lost $50 2m 
in 1992. 

Ford’s North American vehicle 
operations have been helped by a grad- 
ual recovery in the market and Ford has 
been gaining market share. 

It held 216 per cent of the car market 
in 1992, np 1.7 points from 1991. and its 
Taums model overtook the Honda 
Accord to become the best-selling US 
car. helped by some hefty year-end 
financial incentives to buyers. 


Ford’s US vehicle operations lost 
S405m in 1992, excluding accounting 
charges, an improvement of $1.8bn over 
1991. However, outside the US losses 
rose from 5970m to Sl.lbn. 

Its financial services company, Ford 
Credit, had record earnings of $l.04bn, 
or S892m, excluding accounting 
changes, np from 6749m in 1991. 

Mr Harold Poling, the chairman, said 
the company was cautionsly optimistic 
about 1993. It expected the US vehicle 
market to rise to around 13.5m cars and 


trucks from 13. im in 1992. while 
Europe would drop to around 13.7m. 
against 14.9m. 

He said many of the problems of 1992 
were continuing this year, including 
weak economies, intense competition 
and excess capacity. 

However, the company’s cost redac- 
tion efforts and recent new products, 
coupled with gradual economic recovery 
In the US, “provide the basis for contin- 
ued improvement in operating results". 
Ford of Europe results. Page 16 


Steven Jobs to concentrate on computer software development 

Canon set to buy Next hardware 


By Michlyo Nakamoto In Tokyo 
and Louise Kehoe 
In San Francisco 

CANON, the Japanese office 
equipment manufacturer, is set 
to acquire the computer hard- 
ware business of Next Computer, 
the innovative US computer com- 
pany. 

It already holds a 16.7 per cent 
stake in Next, and was the com- 
pany’s first outside investor. 

Formed in 1985 by Mr Steven 
Jobs, the computer entrepreneur 
who cofounded Apple Computer. 
Next is abandoning computer 

mawwfarfnring tO C0B C8B t rB$9 On 
selling its highly-regarded com- 
puter software. 

The move represents a disap- 
pointment for Mr Jobs, who had 
hoped to repeat his achievements 
at Apple by creating another 
industry-leading computer com- 
pany. 

It also reflects Canon’s growing 
involvement in the computer 
business, where its presence so 
for has been restricted mainly to 
the manufacture of peripherals, 
particularly laser printers. 

Mr Jobs owns 46 per cent of 
Next while Mr Ross Perot, the 
Texas billionaire and former 
presidential candidate, owns 11 
per cent 

It has. however, sold only 
about 50.000 computers, in spite 
of having software that is widely 
praised by computer experts. 

In May, Next will introduce a 
new version of its Nextstep com- 



Steven Jobs: confident that be can overcome Microsoft’s near monopoly of PC operating systems 


puter operating system for per- 
sonal computers. This will place 
Next in competition with Micro- 
soft, which dominates the PC 
operating system. 

However, Mr Jobs is confident 
that it can overcome Microsoft’s 
near monopoly. “We believe that 
we are two to three years ahead 
of Microsoft and Teligent,” he 
said. Taligent is a joint venture 
between Apple Computer and 
International Business Machines 
that is developing a new PC oper- 
ating system. 

Next will close its Freemont, 
California, factory by the end of 


the month, he said. The company 
will cut Its workforce from 530 to 
about 200. 

“Canon has not decided what it 
wants to do, but there should be 
a decision by the end of tbe 
month," said Mr Jobs. 

Just last month, Mr Jobs 
announced that Next had 
achieved its first quarterly oper- 
ating profit in the fourth quarter 
of 1992. He said that the compa- 
ny's revenues for 1992 were 
8127m, up 10 per cent from 1991. 
Next had been planning a public 
share offering. 

If an agreement is finalised, 


UK insurer plans expansion from £428m rights issue 
as profits return to the black, writes Richard Lapper 

Taking on fewer risks to 
enjoy a healthier future 


C OMMERCIAL Union, the 
UK insurance company, 
yesterday signalled its 
intention to pursue' further 
expansion in the UK and interna- 
tional general and life markets 
by launching a £428m (8614.4m) 
rights issue. 

The group also announced a 
pre-tax pToflt of £31 .4m, com- 
pared with a loss of £6&8m, after 
bringing forward the announce- 
ment of its 1992 results by three 
weeks. CD’s results should com- 
fortably exceed its rivals. 

Five years ago anyone suggest- 
ing that Commercial Union 
might become the strongest and 
most profitable UK insurance 
company would have provoked 
wry smiles. 

In the midrl980s CU was one of 
tbe first UK insurance companies 
ever to report losses and for 
much of the 1980s was regarded 
as the "sick man” of the UK 
insurance sector. 

Yet after yesterday’s rights 
issue Commercial Union has 
emerged as the strongest and 
best capitalised of the UK’s large 
insurance companies. Capital and 
reserves of £l-9bn exceed those of 
its rivals, including the erstwhile 
leader Sun Alliance. 

“It Is a remarkable turnaround 
in seven or eight years.” says Mr 
Steven Bird, analyst with Smith 
New Court, the securities house. 

Mr Tony Wyand, executive 
director, who orchestrated yester- 
day’s well-leaked rights issue, 
s pirt- “We’ve managed to rehabili- 
tate the company in the eyes of 
its shareholders.” 

CU declared a final dividend of 
L5.lp per share, giving a full divi- 
dend for the year of 24^5p, a rise 
of 3 per cent 

Shareholders. were offered one 
new share for every five ordinary 
shares at a price of 490p per 
share. CU’s shares, which had 
lost ground recently, were 
boosted by the better than expec- 
ted results, rising I2p to close at 
610p. 

CU’s success reflects the diffi- 
culties of its rivals, whose man- 
agement has been ill-prepared to 
face one of the deepest down- 
turns in the history of the UK 
insurance industry. Claims from 
mortgage indemnity policies will 
exceed £2bn. 

In 1986 Mr Peter Ward, who 
directs UK business, opted to cut 
exposure to mortgage indemnity 


Commercial Union recovers 

Share price reiaflva to FT-A Insurance Composite Index 



Canon would also gain exclusive 
sales rights to Next's software 
products in the Pacific and Asia 
as well as the right to use soft- 
ware that would enable Canon 
copiers and printers to run on 
Next software. 

Canon will continue to supply 
Next hardware and maintenance 
service in the Asia and Pacific 
areas in, which it already does so. 
Motorola supports Next custom- 
ers in the US. 

A Canon representative said 
yesterday that “Canon has a his- 
tory of diversification and it is 
conceivable that in future it will 
build a computer business” based 
on the Next hardware operations 
it is considering acquiring. 

From its origins as a camera 
manufacturer in 1937, Canon has 
successfully diversified into a 
manufacturer of mainly office 
equipment, which now account 
for 80 per cent of its turnover. 
Cameras comprise only 15 per 
cent of turnover while others, 
such as semiconductor equip- 
ment and medical equipment, 
make up the remaining 5 per 
cent. Most recently it joined 
forces with IBM to introduce a 
compact Notebook PC that comes 
with a bubble-jet printer. 


Lonrho makes Bock 
joint chief executive 
with Tiny Rowland 


By Roland Rudd in London 

MR DIETER BOCK, the German 
financier with an 18.8 per cent 
stake in Lonrho, the interna- 
tional trading conglomerate, was 
yesterday appointed as joint 
chief executive and managing 
director with Mr Tiny Rowland, 

Mr Rowland, who has effec- 
tively ran the company for the 
past 31 years, said Mr Bock 
would have no separate duties or 
responsibilities. 

However, Mr Rowland said Mr 
Bock’s appointment would allow 
him to spend more time in Africa 
while Mr Bock said his expertise 
would enahlt* hhn to deal With 
“questions relating to [Lonrho’s] 
financing". 

Mr Paul Spicer, Lonrho’s dep- 
uty chairman, said: “It should 
not be misunderstood, there is 
no division. There is no split, no 
potential for conflict With a 
telephone call both will know 
what the other is doing.” 

While the joint chief execu- 
tives stressed there would be no 
si gnifican t changes in the run- 
ning of the company, Mr Bock 
revealed, that the group had 
changed its mind over the 
appointment of non-exeentive 
directors. 

After discussing the implica- 
tions of the Cadbury Report 
which recommends that compa- 
nies shonld appoint independent 
non-executive directors, Mr Bock 
said Lonrho’s board was now 
looking for “reputable non-exec- 
utive directors" 

In the past the group said it 
did not believe that the appoint- 
ment of non-executive directors 
was necessary. 

Although Mr Rowland named 
Mr Bock as his successor he said 
he intended to continue as joint 
chief executive for at least three 
years. 

Mr Bock said the group’s main 
aim was to continue to reduce 
borrowings - which recently 
rose to £94 7m ($1.36bn) - 
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Dieter Bock: wants ‘reputable 
non-executive directors' 

through minor disposals. With 
the exception of the Ashanti 
Goldfields Corporation in Ghana, 
Lonrho’s investments in compa- 
nies it does not control are up 
for sale. For example, Mr Row- 
land said Lonrho may dispose of 
its minority stakes in Anglo- 
American’s Leenwbosch and 
Eastern Gold mines in South 
Africa. 

Lonrho’s core businesses, 
which Mr Rowland identified as 
mining, hotels, agriculture and 
trading, would not be sold. 

However, he explained that 
Lonrho did not hare to own 100 
per cent of a core business. “The 
minimum holding level is 51 per 
cent." 

Mr Rowland said he would 
consider allowing Gencor, South 
Africa’s biggest mining house, to 
increase its 27 per cent stake in 
Lonrho’s three platinum mines, 
if it should wish to do so. 

Lonrho recently had talks with 
Gencor about a possible merger 
but Mr Rowland decided that it 
was not in the group's interests 
to be South African-controlled. 
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business on the grounds that 
returns were inadequate. In con- 
trast three companies - Royal 
Insurance. Sun Alliance and 
Eagle Star - were blase about 
the risks of domestic mortgage 
indemnity and have been crip- 
pled by losses stemming from the 
crisis in the housing market 

Mr Tony Brend - along with 
three other executives, Mr 
Wyand, Mr John Carter and Mr 
Ward - based their recovery 
strategy on reducing exposure to 
higher risk and more volatile 
tines of business such as commer- 
cial insurance. 

Instead CU has focused on 
building less risky life assurance 
business, especially in nmtninTiri 
Europe. Life premiums now 
account for 35 per cent of pre- 


mium Income compared with 17 
per cent 10 years ago. CU has 
also reduced Its exposure in the 
US, which now accounts for only 
27 per cent of its premiums com- 
pared with 50 per cent in 1982. 

Mr Wyand took advantage of 
“time and distance policies’' - 
financial reinsurance policies - 
to extend the timescale of heavy 
US liabilities from asbestosis and 
pollution-related c lai ms. 

Heavily burdened by their 
mortgage indemnity exposure. 
CU’s main rivals are less well 
positioned to take advantage of 
the current upturn in rates. 

“We are now fully capitalised 
to take advantage of a once-in-a- 
generation opportunity in the UK 
market," says Mr Wyand. 

Lex, Page 12; Observer, Page II 



CORBY 
IS SPELT 
WITH AN 
AITCH 



1993. The yeor of the Single European Market. 1993. The year 
of die catch. A single motorway-calibre link from Corby to the 
Ml and the AIM. The only direct Ml-Al Enk in the middle of 
England. Bringing North and South, East and West, Euro-link ports 
and international airports into even faster reach. Putting Gaby's 
6Q0 new, successful companies even more on the map. Making 
booming Corby even more the place for you to be. At the live 
centre 1 of England. In ready-made factories and modem 
commercial premises developed by confident private enterprise. 
On land -where you can design and build far yourself. In a 
Development Area where Government grants to encourage 
growth and efficiency still operate, and soft European Community 
loans are still available. 

I want to know more about spelling Corby with an catch; 

To: John MX Doctor o* Minify. Coffer hfAiFmil Pi e taoww Con Gronenoi Horn*. 

Goirgo Street Coffey. NorAoMt W4W TT2.T*I, 0536 *2571. Fa 0534 401374. 



CORBY 


L 


* 


id 

11 

•l. 

m 

P- 

«1 

»c 

it- 

T, 


iS 

at 

r- 

id 

is 

ie 

is . 

u- 

is 

ie 

h 

« 

I 

i* 

id 

ie 


,7 


■ 





14 


FINANCIAL TIMES THURSDAY FEBRUARY U 1993 


INTERNATIONAL COMPANIES AND FINANCE 


Schneider to sell 


components arm 


Investor group plans to 
take stake in Banesto 


By Alice Rawsthom In Paris 

SCHNEIDER, the French 
electrical engineering and 
construction group, Is In nego- 
tiations to sell Jeumont-Schnei- 
der, its electronic components 
subsidiary, to Framatome. the 
state-owned supplier of nuclear 
reactors. 

The two companies yester- 
day confirmed that they were 
in discussions and were finalis- 
ing the terms of the sale. 

The Jeumont disposal is 
expected to be a complex deal 
with Framatome retaining the 
company's nuclear activities 
but selling its non-nuclear 

interests to Alcatel Alsthom, 


Gardini and 
Vender form 
foods group 

MR RAUL GARDINI, the 
former Ferruzzl chief and Mr 
Jody Vender, majority owner 
of Sopaf. the merchant bank, 
have joined forces to create 
Italy's third-Iargest frozen- 
foods group, writes Haig Sim- 
onian in Milan. 

The new group, known as 
Argel. will comprise Finagel 
the frozen-foods concern con- 
trolled by Sopaf s Invest sub- 
sidiary, and Sias, a frozen- 
foods company owned Indi- 
rectly by the Grigolini family. 
It is also expected to work 
closely with Vltal-Sogcviandes. 
a French meat company owned 
by Mr Gardini. 

Tbe new company coaid 
soon expand further with the 
possible purchase of assets 
from tbe state-owned SME 
foods and retailing concern. 

In a complex deal. Invest 
and Ganna, the fast-growing 
Italian food concern controlled 
by Mr Gardini and Mr Glulio 
Malgara. will take 35 per cent 
each in the new group. Sias 
will have a 20 per cent stake, 
while the remaining 10 per 
cent will be sold to unspecified 
institutional Investors. Ganna 
will have management control. 

With sales of about L300bn 
($i97m), Argel will have 
around 15 per cent of the Ital- 
ian frozen-foods market, on a 
par with the foods business of 
SME's Ualgel subsidiary. 
Argel has made no secret of its 
interest In bidding Tor Itaigei's 
food interests as part of the 
SME privatisation. 


the state-controlled electronics 
group. 

Jeumont produces compo- 
nents for use in the nuclear 
industry and electrical engi- 
neering. It employs 2.000 and 
had sales of FFrl.Gbn (S29Gm> 
in 1992. The group has been 
considerably scaled dawn since 
the mid-1980s, notably by the 
sale of its telephone interests 
to Bosch of Germany. 

The Jeumont sale would 
include the disposal of its 47.5 
per cent stake in Jeumont* 
Schneider Automation, which 
specialises in the motor sector. 
This company, with a work- 
force of 270. had turnover of 
FFr230m last year. 


By Haig Sim Milan In Milan 

PARMALAT, the Italian dairy 
foods group, expects sales to 
surge by about 50 per cent to 
L2.400bn (Sl.6bn) this year on 
the back of buoyant internal 
growth and continuing acquisi- 
tions. 

The company, which has 
made a strong recovery since 
its recapitalisation In 1990, said 
that turnover in 1992 rose by 
21.5 per cent to Ll,6I3bn. 

Mr Domenico Barili, director 
general, said operating earn- 
ings had risen by 17.3 per cent 
to L203bn. 

In 1991. Parmalat Flnan- 
ziaria, tbe listed holding com- 
pany, reported net earnings of 
L42bn. Full 1992 results will 
not be released until March. 
However, on tbe basis of yes- 
terday's figures, analysts fore- 


SNECMA, France's state- 
controlled aeroengine maker, 
yesterday said it had made a 
loss for 1992 but did not dis- 
close the size, writes Alice 
Raws thorn In Paris. 

The company blamed tbe 
gloomy economic environment 
and delays in orders for civil 
and military aircraft. The 
group was also In the red in 
1991, when it fell into a net loss 
of FFr67 ,8m (S 12.6m) from net 
profits of FFr2C8m in 1990. 

Its performance has since 
deteriorated with a fall in sales 


The deal would form part of 
the ongoing divestment pro- 
gramme at Schneider, which is 
trying to reduce the debt 
amassed by the acquisition of 
Square 0, the US construction 
company. Schneider raised 
FFrlbn from disposals last 
year, leaving the present level 
of net debt at around FFrlSbn. 

However, debt-financing 
costs contributed to a sharp 
(all in Schneider’s interim net 
profits to FFrlSQm in the first 
half of 1992, from FFr202m in 
the same period of 1991. 

The group has also been 
affected by the cost of Integrat- 
ing Square □ and tbe problems 
of Spie Batignolles, its French 


cast net group profits in the 
range of Laobn-SSbn. 

Mr Barili said that operating 
profits should rise by a further 
22 per cent to L24Sbn this year. 

Parmalat, around 27 per cent 
of whose capital is held abroad, 
expects most of its growth to 
come outside Italy. 

The group is expanding test 
In eastern Europe, South 
America and the US. 

In 1992, sales In Europe, 
excluding Italy, jumped 164 per 
cent to L66bn. 

In south America - princi- 
pally Brazil and Argentina - 
sales climbed by 28.7 per cent 
to L280bn, while US turnover 
reached LI3bn. 

All three areas are expected 
to surge this year, with growth 
rates of 262 per cent in Europe 
and ill per cent in south 
America. 


to around FFr23bn in 1992, 
against FFr23.9bn in 1991. 
Snecma also suffered a FFr3bn 
decline in the value of new 
orders from the previous year's 
total of FFr7 Jbn. 

The group has already 
announced plans to step up its 
cost-cutting programme. It pro- 
poses making additional 
annual savings of FFrSOOm by 
reducing stocks and accelerat- 
ing its research cycle. 

These cuts will involve the 
loss of 650 jobs and 20 days of 
temporary toy-offs this year. 


construction company. CS 
First Boston forecasts a more 
moderate fall in Schneider's 
net profits for tbe full 1992 
year, to FFr272m from 
FFr275m in 1991. 

Framatome has been trying 
to adjust to the decline in 
world demand for nuclear reac- 
tors. The decision to sell the 
non-nuclear part of Jeumont to 
Alcatel, which owns 44 per 
cent of Framatome, comes as a 
number of State-owned compa- 
nies are reshuffling their inter- 
ests in the run-up to the March 
elections, after which the next 
French government is expected 
to accelerate the privatisation 
programme. 


Sales in the US are forecast 
to climb almost 15-fold to 
LlSSbn. 

The forecasts are based on 
acquisitions that have already 
been made - such as that of 
the Fejertej dairy group in 
Hungary - and two other 
transactions which have not 
yet been announced, but are 
virtually sealed, it said. Italian 
turnover is forecast to rise by 
13 per cent 

Mr Barili stressed that the 
acquisition-led expansion 
would not involve a big rise In 
Parmalat's net debts, which 
stood at L465bn at the end of 
December 1992. 

Interest charges in 1993 were 
forecast to edge up to L79bn 
from L71bn in 1992, while inter- 
est costs as a proportion of 
sales would fall to 33 per cent 
to 4.4 per cent in 1992. 


• Michelin, the world's largest 
tyre manufacturer, reported a 
12 per cent decline in turnover 
to FFr66.8bn in 1992. from 
FFr66bn in 1991. The group 
said it had been affected by 
sluggish demand and exchange 
rate changes. 

Michelin, which returned to 
the black with net profits of 
FFr820m in the first half of 
1392, against a net loss of 
FFrl.Q6bn in the same period 
of 1991, is already implement- 
ing a long-term rationalisation 
programme. 


Thomson 

expands 

broadcasting 

interests 

By Alice Rawsthom 

THOMSON-CSF, France’s 
state-controlled defence elec- 
tronics group, is expanding its 
broadcasting interests by bay- 
ing tbe transmitter, antenna 
and electron tube businesses 
owned by ABB A sea Brown 
Boveri, the Swiss-based power 
engineering concern. 

The deal, for an undisclosed 
sum, will involve the transfer 
of companies with combined 
sales of FFr500m (993.28m) in 
1991. 

They Include an electron- 
tube production plant in Swit- 
zerland and a joint-venture in 
Poland, as well as an antenna 
plant in Germany and a broad- 
cast transmitter unit in Swit- 
zerland. 

Thomson, which was last 
year clouded by controversy 
over its attempt to expand its 
defence interests by taking 
over the missiles division of 
the LTV group in the US, has 
for some time been keen to 
augment its broadcast activi- 
ties, where it services both pri- 
vate and public sector televi- 
sion companies. 

The French group already 
owns electron-tube factories 
and plants for broadcast trans- 
mitters in France and the OS. 

Thomson said yesterday that 
the acquisition of the ABB 
businesses would enable the 
gronp to “maintain critical 
mass and to continue to 
increase sales through exter- 
nal growth in a contracting 
marker. 

The ABB deal is the latest in 
a number of acquisitions for 
Thomson-CSF. 

The French gronp has 
bought a series of businesses ; 
over the past three years in ■ 
order to consolidate its posi- | 
tion in specific sectors and to , 
sustain sales growth. 

Thomson-CSF last year made I 
sales of $6.2bn. i 

For ABB, the disposal Is part 
of an ongoing process of 
shedding peripheral interests. 

The Zurich-based group 
mastered turnover of S28bn 
tost year. 

It specialises in sectors such 
as electro-technology, environ- 
mental technology and trans- 
port systems. 


By Tom Burns and Peter 
Bruce in Madrid 

A GROUP of investors led by 
JP Morgan, the US investment 
bank, is to take a stake of 
between 7 per cent and 10 per 
cent in Banesto, Spain's third- 
Iargest bank, as part of a 
Pta53bn (S452m) rights issue 
being prepared by the Spanish 
bank. 

JP Morgan's recently dosed 
Slbn Corsair banking fund, and 
Mr Mario Conde, Banesto's 
chairman, will form the core of 
the investor group. 

The US bank has guaranteed 
that Its group will invest $200m 
in the rights issue. 

Mr Conde’s inclusion will 
raise his personal stake in Ban- 
esto from 2 per cent to 43 per 
cent 

If the rights issue, one of the 
largest in Spain, is fully taken 
up and if .Banesto's efforts to 
sell its affiliate. Banco de Mad- 
rid, to Deutsche Bank of Ger- 
many, are successful, Banesto 
trill have rid itself of a cloud 
under which it has been forced 
to operate for nearly three 
years. 

The bank would fall comfort- 
ably within the Bank of 
Spain's strict guidelines on the 
relationship between its capital 
and its exposure to industry. 

“This is a lifebelt for the 
bank," said Mr Juan Bastos, 


By Haig Slinonian 

FERRUZZI, the Italian 
industrial group, yesterday 
tightened Its management hold 
over Fondiaria, the Florentine 
insurer that it jointly controls. 

At the same, Ferruzzi - 
which has debts of more than 
L10.700bn (57bn) - responded 
to speculation that it would 
dispose of Fondiaria in order to 
reduce Us borrowings by 
stressing that the company 
was not for sale. 

The announcement followed 
a board meeting at the trou- 
bled Insurance company, 
which saw the resignation of 
Mr Alfonso Scarpa, its 
long-standing managing direc- 
tor, and tbe appointment of Mr 
Carlo Sama, a senior Ferruzzi 
executive and husband of one 



Mario Conde: to raise personal 
stake in Banesto to 4.5% 


chief executive of the Madrid 
securities house, Gestemar. 

The Issue is viewed by some 
as a bid by Banesto to gain 
manoeuvrability at a time 
when it is reducing its profits 
and seeking to dispose of its 
industrial assets in a depressed 
market. 

Under the terms of the three- 
for-one rights issue, JP Morgan 
will place shares with the 
investor group at Ptal900 per 
share. 

In all, 35. lira new shares are 
being offered at a premium of 
PtaSOO per share. 

In addition to the Increased 
capital, Banesto would gain an 


of the Ferruzzi heiresses, as 
Fondlaria's new chairman. 

Mr Sama replaces Mr Cam- 
illo De Benedetti. the Italian 
financier and cousin of Mr 
Carlo De Benedetti, who died 
last month. Mr Cam illo De 
Benedetti shared control of 
Fondiaria with Ferruzzi 
through Gaic, a quoted holding 
company. 

Ferruzzi's financial difficul- 
ties and Fondiaria's waning 
profitability have led to specu- 
lation that part or all of the 
insurance operation may be 
sold. However, Mr Sama said 
he considered Fondiaria “ Fer- 
ruzzi's life insurance, 
and . . . one doesn't sell life 
insurance”. 

Fondiaria. which appointed 
Mr Arrigo Bianch! di Lavagna 
as Its new managing director. 


Important psychological lift 
through JP Morgan's endorse- 
ment of its business potential. 

The investor group is under- 
stood to have committed itself 
to stay with the bank for at 
least five years, and JP Morgan 
is likely to be given a scat on 
the Banesto board. 

JP Morgan issued a highly 
positive report on the Spanish 
bank before Christmas. 

“Morgan is putting its money 
where its mouth is." one Mad- 
rid analyst commented yester- 
day. 

Banesto reported a 27 per 
cent foil in its net profits dur- 
ing 1992 to Pta45.6bn due to a 
sharp drop in extraordinary 
income from disposals. 

It was nevertheless able to 
report a 17 per cent increase in 
the gross operating profit of its 
banking business, which 
totalled Ptall9.6bn 

Having sold its industrial 
assets in oil refining and 
cement In tbe past two years. 
Banesto is now seeking buyers 
for its holdings In Acerinox, 
the major domestic stainless 
steel producer, and in Union 
Carburets, Its industrial gases 
group. 

This strategy, which seeks a 
more reduced and flexible 
industrial portfolio, comple- 
ments Banesto’s attempts to 
improve income from its core 
financial sector. 


gave no indication of how it 
planned to improve earnings. 
Its financial performance has 
deteriorated as a result of diffi- 
culties in the Italian insurance 
sector and setbacks in its own 
ambitious expansion policy. 

Fondiaria's biggest problems 
have arisen In Germany, where 
it owns 20 per cent of Aachener 
und Mdnchener Beteiligungs. 
the big insurance group in 
which Assurances Generates 
de France is now the major 
shareholder. 

Mr Biancbi di Lavagna. an 
experienced insurance and 
banking executive, was previ- 
ously managing director of 
Unione di Riassicurazlone, the 
reinsurance company owned 
by leading Italian Insurers. No 
indication was given of Mr 
Scarpa’s future plans. 


Upbeat forecast from Parmalat 
sees 1993 sales ahead by 50% 


Snecma says it made loss last year 


Ferruzzi tightens hold on Fondiaria 


This announcement appears as a matter of record only. The Securities have hoi been registered under 
the Securities Act of t933 and may not be offered or sold in the United States absent 
registration or an applicable exemption from the registration requirements. 
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INTERNATIONAL COMPANIES AND FINANCE 


Baby Bell agrees 
to buy two cable 
TV companies 


By Martin Dickson 
In New York 

SOUTHWESTERN Bell, one of 
the seven Baby Bell regional 
telephone companies in the US, 
has agreed to buy two cable 
television systems in suburban 
Washington DC for 9650m - a 
move which marks a dramatic 
escalation of the battle 
between telephone and cable 
Industries to bring communica- 
tions into the 2lst century 
American home. 

Southwestern Bell is the first 
US telephone company to try 
to buy control of a US cable 
television company and its 
move could set off a scramble 
by other telecommunications 
companies. 

However, the purchase 
requires regulatory approval 
from the Justice Department, 
the Federal Communications 
Commission and Judge Harold 
Greene, who has overseen the 
Baby Bells since they were 
split off from American Tele- 
phone & Telegraph in a 1984 
anti-trust court settlement. 
Clearing all these fences could 
take Southwestern Bell a very 
long time. 

The seller of the two systems 
is Hauser Communications, a 
privately owned company. 

Southwestern Bell provides 
local telephone services in 
Texas and other southwestern 
states. It is barred from owning 
a cable company there, under 


1984 cable legislation which 
bars any local telephone com- 
pany from owning a cable busi- 
ness in its core operating area. 

Southwestern Bell already 
owns a cellular telephone fran- 
chise in the Washington area 
and could eventually try to 
link this into its cable system. 
This would mean a competitive 
challenge to the Baby Bell 
which provides normal, wired 
telephone services in this area. 
Bell Atlantic. 

Southwestern Bell already 
has experience in the cable 
industry, since it owns and 
operates a system in Britain 
and has interests in others in 
Israel 

The US cable and telecom- 
munications Industries are jos- 
tling for position as America 
prepares for an explosion of 
information delivered to the 
home, ranging from movies-on- 
deznand to video telephone 
calls. 

Just a few weeks ago Time- 
Waraer, one of the largest 
cable companies, announced 
plans for the most ambitious 
multi-media home service yet 
launched on a commercial 
basis, combining both enter- 
tainment and telephony, which 
it aims to introduce in Florida. 

Mr Edward Whitacre, chair- 
man of Southwestern Bell, said 
the Washington cable purchase 
was “in the right industry, in 
the right place at the right 
time". 


Molson held back by 
weak beer market 


By Bernard Simon In Toronto 

MOLSON Companies, the 
diversified Canadian brewer, 
suffered a 24 per cent setback 
in its latest quarterly earnings, 
largely as a result of a weak 
beer market, retaliatory duties 
on beer imposed by the US and 
the costs of converting to a 
new beer bottle. 

Net earnings fell to C$25-3m 
(US$20m). or 42 cents a share, 
ia the three months to 
December 31, the third quarter 
of the company’s fiscal year, 
from" CS33.4m, or 59 cents a 
share, a year earlier. 

Revenues rose to CS769.8in 
from C$723 An. 

The negative factors were 
partially offset by C$49m In 
fees received from the North 
American ice hockey league, 
one of whose teams is owned 
by Molson. 

Nine-month earnings fell to 
C$100.1m, or C$1.68 a share, 
from C$A 110.4m, or C$1.97 a 
share. 

The company said yesterday 
that the decline in earnings for 
the year as a whole was likely 
to be 10 to 12 per cent 

Molson, whose non-brewing 


interests include cleaning 
services and a retail hardware 
plain in Canada, said that its 
businesses are still being hurt 
by the recession. 

Operating earnings of 
Molson Breweries, a joint 
venture with Foster’s Brewing 
of Australia, fell to C$135 -3m 
from C$1 43m. 

Total beer sales in Canada 
dipped by 3.6 per cent in the 
nine months to last December 
and Molson’s market share 
slipped to 50.2 per cent 
from 51.9 per cent a year 
earlier. 

Its share rallied to 50.4 per 
cent in the latest quarter. 

Molson said its alliance with 
Miller Brewing of the US, 
announced last month, is 
expected to be finalised in 
early April. 

Under the deal Miller will 
acquire 20 per cent of Molson 
Breweries from the existing 
partners. 

It will also gain marketing 
and distribution rights for 
Molson and Foster’s brands In 
the US. 

Molson expects to receive 
about C$180m for its part of the 
sale. 


A&P target 
of NY state 
pension fund 
campaign 

By Marlin Dickson 

THE Great Atlantic & Pacific 
Tea Company, the US super- 
market group majority owned 
by Germany's Tengelmann 
retailing group, is to be the 
first company targeted by New 
York state's large pension 
fond in a campaign against 
poorly performing manage- 
ment. 

New York's move represents 
a significant advance by the 
US movement for better corpo- 
rate governance, which seeks 
to give shareholders a greater 
say in the affairs of companies 
with weak results. 

Until now, action by institu- 
tional investors against such 
companies has been led most 
vociferously by the $71bn Cal- 
ifornia Public Employee 
Retirement System. New York 
is becoming more publicly 
aggressive as it has developed 
a computer-based system to 
track the financial perfor- 
mance of top US companies. 

Mr Edward Regan, Comp- 
troller of New York state, said 
the $56hn pension fond would 
vote against the election of 
A&Fs slate of directors at its 
annual meeting in July. 

It would also seek the sup- 
port of other shareholders for 
an amendment to the compa- 
ny’s by-laws which would 
force it to include in its annnal 
proxy or shareholder voting 
material statements from 
large shareholders wishing to 
comment on the group’s per- 
formance. The fund owns 
280,000 of A&P's 3&2m shares 
outstanding. 

Tengelmann’s 53 per cent 
ownership of the chain means 
New York’s campaign cannot 
succeed without the support of 
the German company, and this 
seems unlikely. But the state's 
stance, if followed by other 
institutions, could send a pow- 
erful message of shareholder 
dissatisfaction- 


Chrysler raises 
$2bn from 
stock issue 

By Karan Zagor 

CHRYSLER, the US vehicle 
manufacturer, has raised more 
than $2bn after selling 52m 
shares at 938% each in the sec- 
ond biggest public common 
stock issue by a US company. 

The company exercised a 
“green shoe" option - or sta- 
bilisation provision - to buy 
an additional 6m shares, swell- 
ing the offer size by 30 per 
emit from the original plan of 
40m shares. 

On Wall Street, shares in 
Chrysler firmed $% to $39% at 
midday yesterday. 

The company has Indicated 
it will use at least half the 
funds raised to cut its S3-9bn 
underfunded pension obliga- 
tions. 
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The Swiss have an enviable rcpuiaiion when it comes to safely looking after their own and 
other investors money, and investors around the world recognise the benefit of owning 
investments denominated in Swiss Praties. Between May and December 1992. the Swiss 
Franc appreciated by 24ft against Sterling. 9ft against the USS. and 4ft against the D-marfc. 

Falling interest rates provide excellent opportunities for investment in bonds, and many 
Investors select bonds denominated in Swiss Francs, a hard currency which has historically 
enjoyed a low exposure to political and economic risk. Now anyone can invest hi first class 
Swiss Franc denominated bonds - by purchasing units in the Swiss investment scheme of 
B.I.A. Bond Investments AG. Switzerland. 

“B.I A “ is a well known Swiss investment company, and its scheme is also recognised by 
the UK Securities and Investment Board, listed on the Luxerobotug Stock Exchange, and 
authorised in Hong Kong. B.I.A.’s Swiss Franc bond scheme is similar to a unit trust, and 
investors benefit from any increase in B.LA.’» Swiss Franc denominated unit pn«x and from 
anv currency gain that may arise. 
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Fourth-quarter advance at EDS 


By Karen Zagor In New York 

ELECTRONIC Data Systems 
(EDS), the computer services 
subsidiary of General Motors, 
yesterday unveiled a 14 per 
cent rise in fourth-quarter net 
income to 9178m from 9155.9m 
a year earlier. 

Earning’s per share were 12 
per cent higher at 37 cents 
against 33 cents, while reve- 
nues were up 2 per cent at 
$2.14bn from 92.091m. 

On Wall Street, shares In 
General Motors’ class E stock, 
whose value is tied to EDS’s 
performance, rose 9% to $34% 
at mid-session. The stock 
climbed above $35 earlier this 


year on rumours that British 
Telecom might be discussing 
buying a stake in the business. 

The results met analysts’ 
expectations. 

For the whole of 1992. EDS 
earned $635.5m, or $1.33 a 
share. A year earlier, net 
income stood at $547.5in, or 
$1.14, including a char ge of 
$155m, or 3 cents for account- 
ing changes. Revenues reached 
a record $8-22bn from $7.1bn in 
1991. 

EDS, which was founded by 
Mr Ross Perot and acquired by 
General Motors in 1964. is rely- 
ing less on business from its 
GM parent EDS said revenues 
from non-GM sources grew to 


more than 59 per cent of its 
total revenues. 

0 General Motors Acceptance 
Corporation (GMac). General 
Motor’s large financial services 
arm. posted net income of 
$936.1m for 1992. including 
charges on the adoption of new 
accounting standard SFAS 
Number 106. 

In 1991. the company 
reported net income of SI-37bn, 
including $33L5m gains from 
the adoption of SFAS Number 
109 and after-tax charges of 
9170.9m for a special wholesale 
loss provision. 

Stripping out one-time items, 
Mr Robert O’Connell, GMac's 
chairman, said 1992 net income 


stood at S1.24bn against 
SL21bn in 1991 on a compara- 
ble basis. “Importantly, GMac’s 
1992 performance was achieved 
in a year of challenging events 
and significant change for the 
GMac worldwide organisa- 
tion,” he said. 

Income from GMac’s financ- 
ing operations was 51.031m. 
down slightly from the JUMbn 
earned a year earlier. During 
the year GMac financed or 
leased 33 per cent of new GM 
vehicles sold in the US against 
35 per cent in 1991. The num- 
ber of new cars and trucks 
financed or leased by GMac 
slipped to 1.6m from 1.7m last 
year in the US. 


US insurers report heavy losses 


By Patrick Harverson 
In New York 

AETNA Life & Casualty and 
Travelers, two of the largest 
composite Insurers in the US, 
yesterday reported heavy 
fourth-quarter losses, following 
a variety of special charges 
both companies had 
announced last week. 

Travelers incurred the bigger 
loss for the final quarter of 
1992 - $589m, compared with a 
profit of $69m a year earlier - 
in the wake of several charges, 
including: $485m to cover a 
9735m addition to property and 
mortgage loan reserves; S59m 
for costs linked to Hurricane 
Andrew; and 979m related to 
litigation and as segments for 
industry guarantee funds. 

The lure quarterly loss 


meant that Travelers reported 
a deficit of $658m for all of 
1992, compared with a profit of 
9316m in 1991. 

Apart from tbe charges out- 
lined in the fourth quarter 
results, tbe insurer had taken 
other charges earlier in the 
year to cover the cost of meet- 
ing Hurricane Andrew claims 
and to pay for a corporate 
restructuring. Separately, 
Travelers last year booked a 
9170m one-off gain related to 
tbe adoption of two new 
accounting standards. 

At Aetna, the fourth-quarter 
loss totalled $i92m after the 
company took a 9180m charge 
to boost reserves for asbestos 
and environmental claims In 
the same quarter last year, 
Aetna recorded a net profit of 
$93m. For all of 1992, the 


insurer reported net income of 
only S56m, down sharply from 
the $505m profit made in 1991. 

Aside from the charges, 
Aetna said its fourth-quarter 
and full -year results were 
affected by high catastrophe 
losses, poor workers compensa- 
tion results, depressed com- 
mercial property values, and 
continued soft pricing condi- 
tions in its main domestic 
insurance markets. 

The one bright spot was the 
company’s health business, 
although even there Aetna's 
1992 earnings were well down 
on the previous year. 

Because the special charges 
and quarterly losses had been 
well flagged in advance, the 
stock markets displayed little 
reaction to the news from 
Travelers and Aetna. 


Sears, Roebuck 
to cut dividend 
for final period 

SEARS. Roebuck, the heavily 
loss-making US retailer, has 
cut its dividend for the first 
time in 60 years, with a 10 
cents a share cut in the fourth- 
quarter payout to 40 cents, 
Reuter reports from Chicago, 

On Tuesday the company 
reported a loss of $10.72 a share 
for 1992, down from a profit of 
$3.71 the year before. Analysts 
said the widely anticipated cut 
would save about 9140m a year. 

Sears said the move reflected 
tbe strategic repositioning of 
the company, including the 
spin-off of Dean Witter, Its 
securities brokerage and 
investment banking unit and 
Discover, its credit card busi- 
ness. expected to take place Is 
the middle of 1993. 


Air Canada 
forecasts 
deficit 
of C$200m 


By Robert GIbbenfi 
In Montreal 

GLOBAL recession, domestic 
overcapacity and heavy Cana- 
dian fuel taxes will bring a 
C$200m (USS15S.7m) loss for 
Air Canada this year, Mr Hollis 
Harris, chairman, said yester- 
day. 

The country’s biggest airline, 
locked in a competitive strug- 
gle with rival Canadian Air- 
lines and the small Nationair. 
will also reveal next week that 

1992 will show a record deficit. 
In the first nine months a net 
loss of C$307m was incurred 
after special charges, following 
losses of C9218m for 1991. 

Mr Harris told the Canadian 
Commons transportation com- 
mittee his airline would break 
even on an operating basis in 

1993 but this was before finan- 
cial and special charges. It 
should return to overall profit- 
ability in 1994 with the full 
impact of manpower cuts and 
cost reduction programmes. 

He said Air Canada had suffi- 
cient cash to complete its bid 
for 25 per cent of Continental 
Airlines of the US and he was 
confident the alliance would be 
approved by the US authori- 
ties. He said forming one Cana- 
dian carrier was the solution to 
the Canadian airline industry's 
woes and he held out the possi- 
bility again of a merger with 
PVJA, parent of Canadian Air- 
lines. 


U.S. $1,661,800,000 


EOF 


Electricity 
dr France 


Electricite de France 

Fixed Spread Eurobond Repurchase 


Electricite de France (E.D.F.), Service national (“E.D.F.") has proposed to repurchase any and all of the outstanding Bonds and 
Notes listed below (the “Bonds") and for this purpose has appointed Goldman Sachs International Limited (and its affiliates) as 
its exclusive Dealer Manager. On behalf of E.D.F., the Dealer Manager will enter Into repurchase transactions from time to time 
subject to and in accordance with the terms of the Offer Document. The repurchases will be effected at a price to be determined 
from time to time. The price at any time for the outstanding Bonds of each issue will be the price resulting in a yield for the relevant 
Bonds equal to the sum of (I) the yield to maturity of the benchmark U.S. Treasury Note designated below in relation to such 
Bonds, as calculated by Goldman Sachs International Limited in accordance with standard market practice on the basis of the bid 
price for such benchmark U.S. Treasury Note at the time the holder agrees to tender such Bonds, as displayed on the Cantor 
Fitzgerald Quotation Service for U.S. Government Securities (Telerate - page 500) and (ii) the fixed spread for such Bonds 
designated below (such price being rounded to the nearest cent per U.S. $1,000 principal amount of Bonds). In addition, E.D.F. 
will pay accrued interest from, and including, the date of the last regular payment of annual interest to, but excluding, the 
settlement date for the repurchase of the relevant Bonds, which shall be the tenth London business day following the date on 
which the relevant Bondholder tenders such Bonds. The terms of the repurchase are more fully described in the Offer Document. 


issue 


Issuer 

Amount 

Outstanding 

Benchmark U.S. 
Treasury Note 

Fixed Spread 
(Basis Points) 

9)6% 

Guaranteed Bonds due 
September 29, 1995 

E.D.F. 

U.S. $237,000,000 

5%% Note 
due 11/15/95 

+10 

10%% 

Series B Bonds due 
December 20, 1995 

E.D.F. 

U.S.$ 99,800,000 

5%% Note 
due 11/15/95 

+15 

9% 

Guaranteed Bonds due 
March 14, 1998 

E.D.F. 

U.S. $200,000,000 

5%% Note 
due 01/31/98 

+15 

9%% 

Guaranteed Bonds due 

July 26, 1998 

E.D.F. 

U.S. $150,000,000 

5%% Note 
due 01/31/98 

+23 

9%% 

Guaranteed Bonds due 
March 8,1999 

E.D.F. 

U.S. $600,000,000 

6 %% Note 
due 01/15/00 

+4 

7 %% 

Guaranteed Bonds due 

May 7. 2006 

E.D.F. 

U.S. $250,000,000 

6%% Note 
due 08/15/02 

+60 

11%% 

Notes due February 8, 

1995 

C.N.E. 

U.S. $125,000,000 

4%% Note 
due 01/31/95 

+12 


(Note: Caisse NationaJe de I’Energie (“C.N.E.") was dissolved on January 1 , 1993 and E.D.F. has assumed ail rights and obligations of C.N.E. in respect 
of the 1 lk% Notes due February 8, ^ 985 pursuant to Law no. 92-1 476 of December 31 , 1 992 of the Republic of France.) 

Information relating to the repurchase may be obtained from 
Telerate - page 1 7520, Reuters - page GSZG or from the Dealer Manager. 

THE TENDER AND REPURCHASE PROGRAMME EXPIRES AT 5.00 P.M. (LONDON TIME) 

FEBRUARY 19, 1993, UNLESS EXTENDED. 

Bondholders should direct questions relating to the repurchase and this announcement and 
requests for copies of the Offer Document to: 

Dealer Manager 

Goldman Sachs International Limited 

Telephone: (44 71) 774 5120 (reverse charges) 

This advertisement has been Issued by Electricite de France (E.D.F.), Service national. Goldman Sachs International Limited, a member of the Securities 
and Futures Authority Limited, has approved the contents of this advertisement for the purposes of Section 57 of the Financial Services Act 1986. 

This advertisement does not constitute or form part of any offer to purchase or any solicitation of any offer to sell any securities and Is not for distribution 
In the United States. The offer le made solely by, and pursuant to, the Offer Document dated February 9, 1993. 
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Metallgesellschaft 
plans DMlbn in 
non-core disposals 


By David Waller in Frankfurt 

METALLGESELU3CHAFT, the 
Frankfurt mining and indus- 
trial conglomerate which has 
in recent years been one of 
Germany's most acquisitive 
companies, is now planning 
large-scale disposals. 

Mr Heinz Schimmelbusch. 
chief executive, told analysts 
yesterday the group plans to 
make disposals to raise around 
DMlbn iS606ml over the next 
two years. 

At the same time, capital 
investment is to be scaled back 
by 40 per cent to DMlbn for the 
current year. 

He gave no indication of 
which companies were Tor sale, 
apart from saying they would 
be non-core businesses and 
would not include any famous 
names. This rules out Buderus 
- the heating products com- 
pany which now has a separate 
listing on the German stock- 
market - or any of the other 
industrial companies acquired 
last year from Stora of Sweden 
in a DM1.45bn acquisition. 

A list of potential sales tar- 
gets has been drawn up, but a 
final decision on which of the 
group’s 253 subsidiaries are to 
be sold has yet to be taken. 

Mr Schimmelbusch indicated 
that the group would be reduc- 
ing the workforce - which 
rose through acquisitions from 
38,173 to 62,547 over 1991-92 - 
during the the course of the 
year. But he gave no details of 
how many jobs would be cut 
and in which divisions. 


The disposals programme is 
a reaction to difficult market 
conditions for the Metallge- 
sellschaft group. In the year to 
the end of September, group 
pre-tax profits fell 23 per cent 
to DM245m. This is the second 
successive year that profits 
have declined sharply against 
a background of falling metal 
prices and difficulties in the 
car components sector, which 
have meant that the group's 
Knlbeuschmidt subsidiary lost 
DM88.6m last year before tax. 
Group sales last year fell 21 per 
cent to DM25.6bn. 

Analysts estimate that the 
group's net debt stands at 
DM2.1bn, compared to equity 
ol DM3.7bn. The group's mar- 
ket capitalisation is DM2£bn. 

Mr Schimmelbusch said that 
trading In the first four months 
of the current year was at the 
same, unsatisfactory level as in 
the previous year. The central 
problem was low base metal 
prices - afflicted by cheap 
imports from eastern Europe. 

• Kanfhof, the large Ger- 
man retail group, yesterday 
reported that sales rose by 13 
per cent in 1992 to DM203bn, 
up from DMISbn a year earlier. 

The company said the sales 
growth reflected its strategy of 
expanding into high-growth 
niche-retail markets, a segment 
of the business which 
accounted for 27 per cent of 
group sales, up from 
23 per cent in the previous 
year. Department store sales 
accounted for 47 per cent of the 
total, down from 53 per cent 


French insurers’ profits plunge under pressure 

Alice Rawsthorn on how the fall in earnings might affect the prospects for privatisation 


F OR MONTHS Prance's 
large insurance groups 
have made no secret of 
being under pressure. But it 
was only on Tuesday when the 
usually optimistic Mr Claude 
Be'bear, chairman of Axa. 
addressed analysts in Paris 
that it was clear just how 
heavy the pressure had 
been. 

Axa. the second largest 
French insurer, not only 
announced a sharp fan in net 
profits to about FFrl.5bn 
($263m) in 1992 from FFi2.4bn 
the year before. It also said 
that it was raising FFr3-65bn in 
a convertible-bond issue to 
recapitalise Equitable Life, its 
OS associate. 

Later that day. Union des 
Assurances de Paris (DAP), 
France's biggest single insurer, 
revealed its 1992 net profits 
had plummeted to about 
FFrl.lSbn, from FFr3.Sbn In 
199L Analysts are now steeled 
for more gloomy figures when 
Assurances Gene rales de 
France (AGF) and the GAN 
Group publish their 1992 
results. 

French insurers are operat- 
ing in intensely competitive 
conditions as the economic 
slowdown is making it more 
difficult for them to pump up 
profits with asset sales as they 
did In 1991. when all the “big 
four” would otherwise have 
been in the red. 

These problems could 
scarcely have come at a worse 
time. France’s insurance indus- 
try has hit the doldrums just 
as the three state-controlled 
companies - UAP, AGF and 
GAN - are preparing to 
be privatised by a future 
French government after 



Claude Be bear: Optimism 
buckled in face of grim figures 

next month’s elections. 

Even the most optimistic 
French insurers are resigned to 
another set of lack-lustre 
results this year. The economy 
is unlikely to show any signs 
of recovery at least until the 
second half , asKirming that the 
franc stabilises and interest 
rates come down. 

In the meantime, the indus- 
try faces the same problems 
that beset it last year. Competi- 
tion remains Intense both in 
terms of the number of players 
in the market and pressure on 
tariffs. The economic squeeze 
has produced a predictable 
increase in the number of 
claims, including suspected 
raise claims, and continues 
to depress the value of 
the insurers’ industrial portfo- 
lios. 

Moreover, the property mar- 
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ket shows no sign of recovery. 
This affects the insurers in two 
ways. First, they face another 
year of high provisions- Sec- 
ond, their asset sales will again 
be too low to compensate for 
poor operating profits and 
hefty provisions. 

The Paris stock market is 
rife with rumours about the 
insurers selling properties to 
each other, allegedly at 
inflated prices. 

In the short term, this cush- 
ions them against the slump 
and helps prop up the market. 
But. in the long term, they will 
have to carry those properties 
on their books. 

The industry's future is more 
reassuring. The FFr240bn life 
market should be boosted by 
the forthcoming reform of 
French pensions, which is 
expected to supplement the 
state system with private pen- 
sion plans. 

Meanwhile, competition 
appears to be easing in the 
FFr200m non-life sector as the 
growth of the mutueUes, which 
sell insurance to specialist 
groups of employees, peaks. 
There are also signs of tariffs 
rising in certain sectors, nota- 
bly motor insurance. 

The general economic recov- 
ery should alleviate the pres- 
sure on the stock market and 
on residential property - 
although it is expected to take 
at least three years for the 
over-saturated commercial 
property market to recover. 

French insurers should also 
start to benefit from their 
international expansion in the 
early 1990s. 

Axa is expected to receive 
more substantial contributions 
from Equitable Life in the US. 


Turnover of all French Insurance companies 
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AGF now owns a substantial 
stake in AMB. the German 
insurer, after a complex trans- 
action last year. 

UAP has invested in Ger- 
many via its holding in Nord- 
stem. although it is smarting 
from Its failure to buy a stake 
in Colonia from Victoire, the 
insurance subsidiary of the 
Suez Industrial group. 

These developments should 
ensure that the large French 
insurers stabilise profits this 
year and secure moderate 
growth next year. “We can’t 
hope for much from any of the 
big French insurers in 1993," 
said Mr Michael Huttner. Euro- 
pean insurance analyst at BNP 
Securities in London. “But 
we can expect to see a 
gradual recovery from 1994 
onwards.” 

The critical question is 


1992* 

..iMtiyStOiftnalas 

whether this Improvement will 
come in time to enable the 
next French government to sell 
all, or part, of its shares in 
UAP, AGF and GAN. 

All three are eager to enter 
the private sector, where they 
would be free to raise capital 
from the markets and would 
not be barred, as state-con- 
trolled companies, from invest- 
ing in the US. The centre-right 
alliance, favoured to win next 
month's poll, plans to 
privatise them as quickly as 
possible. 

The consensus among ana- 
lysts is that all three compa- 
nies are saleable despite their 
present problems. “The market 
loves a recovery story," said 
one. “The only problem for the 
French government is judging 
how the 1992 mid 1993 figures 
will affect the price.” 


Turnover up but 
Sunbop earnings 
fall to R136.5m 

By Phillip GawKh 
In Johannesburg 

SUN International Boph- 
utbatswana (Sunbop), the 
South African gaming and lei- 
sure group, yesterday 
announced a 3 per cent frill in 
taxable profits to Ri36.5m 
($43.7m) in the six months to 
December, down from Rl41.4m 
a year earlier. 

This was in spite of a 15 per 
cent increase in turnover by 
Sunbop. whose hotels are all 
located in the Bophuthat- 
swana homeland, to R556.4m 
from R483.4m. 

Mr Sol Eerzner, chairman, 
attributed the revenue perfor- 
mance, achieved in the face of 
an “extremely poor economic 
environment", to having the 
benefit of its new Carousel 
resort for the full six months. 
The opening of the R830m Lost 
City project in December, amid 
saturation media coverage, 
also boosted turnover. 

Average occupancies at the 
company’s hotels, however, 
dropped to 72 per cent from 78 
per cent the previous year, 
and this put pressure on mar- 
gins, leading to the lower 
profits. 

Earnings per share dropped 
to 93 cents per share, from 96 
cents a year earlier, because of 
an increased number of shares 
in Issue. The interim dividend 
was maintained at 64 cents a 
share. 


I ni a sco extends its 
penetration of US 


By Robert Gibbons 
in Montreal 

IMASCO'S financial services 
unit, through a US subsidiary, 
is buying US$680m in deposits 
and 18 branches in the Roches- 
ter and Buffalo areas from two 
New York-based savings and 
loan companies. 

The acquisitions, from 
Anchor Savings Bank and 
Dime Savings Bank, will raise 
the indirect Imasco subsid- 
iary's network in the north- 
eastern US to 86 branches and 
an asset base of well over 
US$5bn. Market share in the 
expanding Buffalo. NY, market 
will rise to 6 per cent 

Imasco owns Canada’s larg- 


est trust company, Canada 
Trustco, through CT financial 
Services, and the US subsid- 
iary is First Federal Savings 
and Loan, based in Rochester 
and acquired by CT in 1991. 

Imasco would not reveal the 
price paid for both deals but it 
said First Federal is not acquir- 
ing any loan portfolios. 

The deals are part of Imas- 
co’s financial services expan- 
sion in the US north-east. 

• Abitibi Price, the big news- 
print producer now owned by 
creditors of Olympia & York 
Developments, is raising 
CS150m (US$1 19m) with an 
issue of convertible deben- 
tures. The proceeds will be 
used to reduce long-term debt 


Nouvelles Frontieres surges 
42% to buck sector trend 


By Alice Rawsthorn in Paris 

NOUVELLES Frontieres, the 
French travel company, 
bucked the slump in the holi- 
day industry by increasing its 
net profits 42 per cent to 
FFrlSlm ($30m) in its last full 
fjnanrifll year. 

The group is number two in 
the French holiday market 
after Club Med, having raised 
turnover by 12 per cent to just 
over FFrSbn in the year to Sep- 


tember 30, from FFr4.46bn. Mr 
Jacques Maillot, chairman, 
said that sales had grown fas- 
ter in the first four months of 
the current year. 

Mr Maillot said the company 
had managed to overcome the 
financial pressures of the eco- 
nomic slowdown by keeping 
tight control of its interests. 

The company, he said, 
planned to continue to pursue 
its policy of remaining inde- 
pendent of other institutions. 


Record loss 
of $1.3bn 
at Ford of 
Europe 

By Kevin Done, 

Motor Industry Correspondent 

FORD'S European automotive 
operations made a record loss 
last year of $1.3bn compared 
with a loss of $1.079bu in 1991. 

The loss was largely 

incurred by Ford's operations 
in Britain, including Jaguar, 
the UK car maker. 

The loss in Europe Included 
a $4 19m one-off charge for 
restructuring, while adverse 
currency fluctuations added 
exchange rate losses of more 
than S200m. 

Ford of Europe announced 
late last year that it was plan- 
ning to cut more than 10,000 
jobs by the end of 1993. 

The workforce of its Euro- 
pean automotive operations, 
excluding Jaguar, had already 
been cut by 19 per cent from 
115.000 in 1990 to 93,000 late 
last year and the total is set to 
fell to 83,000 by the end of 
1993. 

Jaguar, which was taken 
over by Ford at the end of 
1989, said that its loss last 
year was Utile changed under 
US accounting rules at 
S394Jftn compared with a loss 
of 3402.2m In 1991. 

Under UK accounting rules 
the loss was cut to £189 -5 m 
(5286ml from £226 -2m a year 
earlier. The Jaguar workforce 
has also been sharply reduced 
to only 6,481 at the end of 1992 
from 7,520 a year earlier and 
11,661 at the end of 1990. 

jaguar's retail sales world- 
wide fell last year by 12.4 per 
cent to 22,478 - the lowest 
level since 1982, while produc- 
tion dropped last year by 10.5 
per cent to 20,593 - the lowest 
level since 1981. 

The UK car maker is expect- 
ing some recovery in its for- 
tunes this year, however, with 
a forecast increase in sales of 
25 per emit worldwide led by 
stronger demand in the US. 

Jaguar sales in January 
were 25 per cent higher than a 
year ago helped by a 30 per 
cent rise In its sales in the US, 
its most important market 

Mr David McCammon. Ford 
vice-president for finance in 
the US, said that most of tbe 
group's European automotive 
losses stemmed from Ford of 
Britain and from Jaguar. 

. Ford, the leader of the UK 
new car market, has suffered 
heavily during the recession 
and its UK sales feU again last 
year by 8.4 per cent depress- 
ing its UK market share to 
only 22J per cent from 24.2 
per cent a year earlier. 

The loss of (1.3bn incurred 
last year by Ford’s European 
automotive operations, includ- 
ing Jaguar, followed a net loss 
of $l.079bn in 1991, and net 
profits of )145m in 1990 and 
$1.19bn in 1989. 

The losses in Europe more 
than accounted for Fort's total 
automotive losses last year 
outside tbe US of Sl.lbn. 

Fort's European car produc- 
tion fell by 6.9 per cent last 
year to 1,459,792, although its 
output of light commercial 
vehicles rose by 9.5 per cent to 
226^47 helped by tbe launch 
of the Fiesta Courier van. 

Tbe Ford group has fallen to 
fifth place in the west Euro- 
pean new car market. 


All of these securities having been sold, this announcement appears as a matter of record only. 
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Toyota plunges 
22% at halfway 
as sales improve 


By Charles Leadbeater 
In Tokyo 

TOYOTA. Japan’s leading 
vehicle manufacturer, yester- 
day reported a 22.3 per cent 
drop in pre-tax profits for the 
six months ended December, 
partly because of lower inter- 
est income and exchange rate 
losses. 

Toyota's sales were Y4,564bn 
($37bn). up just 2.9 per cent on 
the comparable six months of 
1991. Pre-tax profits were 
Y46.5bn lower at Yl62bn, oper- 
ating profit was 24.4 per cent 
lower at Y58.2bn and net 
income was 30 per cent down 
at Y72.3bn. It was the third 
successive year of declining 
profits. 

The deterioration in Toyota's 
finances has prompted a sharp 
rundown in cash reserves. 
These have fallen from 
Yi,4S2bn at the end of July, 
1992 to Y943bn at the end of 
December. The company also 
sold about 37.5 per cent of its 
stock of marketable securities, 
which stood at Y104bn in 
August. 

The fall seems likely to con- 
tinue as about Yl90bn of 
equity warrants falls due for 
redemption this June. The 
company, under the steward- 
ship of chairman Mr Shoichiro 
Toyoria, said it was exploring a 
variety of ways to finance the 
redemption of the warrants. 

Toyota blamed most of the 24 
per cent fall in operating 



Shoichiro Toyoda: r und own in 
cash reserves to continue 

income on adverse foreign 
exchange movements worth 
Y30bn. rising personnel costs 
worth Y20bn and Y30bn due to 
the fall in sales. Interest and 
dividend income fell by Y34bn 
to Y89bn. largely because of 
the fall in Japanese interest 
rates and the sale of securities. 

Although sales were up by 
23 per cent, the cost of sales 
rose by 4.2 per cent to 
Y4,172bn. 

Overseas operations are 
playing an increasingly impor- 
tant role in bolstering perfor- 
mance. Although vehicle sales 
were virtually flat at Y3,004bn, 
this was largely because a 
Y75bn fall in domestic sales to 
Yl,698bn was offset by a Y78bn 
Increase in overseas sales. 


Westpac stake disposal 
ends cross-shareholdings 


By Bruce Jacques 
In Sydney 

WESTPAC Banking 
Corporation yesterday pulled 
out of the last of its significant 
cross-shareholdings with Aus- 
tralian banking colleagues 
when it sold a 5.6 per cent 
stake in Perth-based Challenge 
Bank for about AS15m 
CUSSlOm). 

This followed Monday’s sale 
of Westpac’s shareholdings in 
both the ANZ Banking Group 


and the Bank of Melbourne for 
a total of about A$260m. The 
sales are part of an asset dis- 
posal programme. 

• FA1 Insurances, the finan- 
cial services group, cut its 
after-tax loss from A$l7.2m to 
A56.5m in the December half 
on a marginal revenue rise 
from A $5 13.5m to A$521.8m. 

FA1 said the result reflected 
a reduction in underwriting 
loss from A$49.8m to AJ21.8m. 
It forecast a small loss for the 
full year to June, 1993. 


Standard 
Bank to lift 
payout after 
22% rise 


By Philip Gawlth 
in Johannesburg 

STANDARD Bank, one of 
South Africa’s two largest 
banking groups, yesterday 
announced a 22 per cent 
increase in attributable 
Income to R625m ($200m) for 
1992 and said it plans to pay a 
higher dividend. 

After taking account of a 
rights issue, scrip dividends 
and an acquisition issue, earn- 
ings per share were 17 per 
cent up at 593 cents. The over- 
all dividend is going op by 17 
per cent to 187 cents per share. 

The bank said favourable 
interest margins and asset 
growth were the main reasons 
for the upturn. 

Net interest income rose by 
27 per cent to R2Jj8bn. This 
reflected improved margins - 
the high level of liquidity In 
the system caused the cost of 
funds to drop - and a 21.4 per 
cent Increase in loans, 
advances and acceptances. 

The Increased level of 
advances was the matn con- 
tributor to the 26.8 per cent 
increase in assets, to R63.9bn. 

Mr Eddie Theron, managing 
director, said asset growth was 
strongest in home loans, 
which increased by 49 per cent 
to Bll-9bn. 

Standard Bank of Sonth 
Africa lifted its net income by 
31 per cent to R506m and Stan- 
dard Merchant Bank Increased 
profit by 21 per cent to R43m. 

Bad debts remained at the 
high level of 1991 and operat- 
ing costs rose by 29 per cent 
owing to spending on new for- 
eign operations, staff training, 
product development and elec- 
tronic systems. 

Mr Theron said favourable 
interest margine in 1993 would 
allow increased earnings, bat 
at a lower rate than In 1992. 

• Mr Bob Aldworth, the exec- 
utive director of ABSA who 
was sacked earlier this week, 
has admitted in an affidavit 
that he owes the banking 
group R414.000. 

Mr Aldworth had hoped 
ABSA share options he holds 
would rise in valne suffi- 
ciently to allow him to repay 
the debt This has not taken 
place. 


Chinese candidates line up for HK listing 

Simon Davies looks at the flotations which will add a new dimension to the colony 


T his year some of China's 
largest state-run indus- 
tries will be listed on 
the Hong Kong stock 
exchange, adding a new dimen- 
sion to a stock market that has 
long been driven by local polit- 
ical and property influences. 

The potential for Hong Kong 
is enormous, and the pull for 
advisers has been similarly 
compelling. More than 40 mer- 
chant banks have lined up to 
fight for tbe mandate for the 
flotation of just one of the com- 
panies, Qingdao Brewery, 
which produces one of China’s 
best-known exports, Tsingtao 
beer. 

Shanghai Petrochemical, 
which is the largest and proba- 
bly the first of tbe flotations, is 
set to raise as much as HKS3bn 
(US$388m). In total, analysts 
believe the nine short-listed 
companies will raise more than 
HK*7bn. 

If successful, there Is an 
enormous supply of further 
candidates from among the 
country’s financially stretched 
state industries, which are 
keen to tap international capi- 
tal flows by developing a 
strong Chinese element to 
what will in five years become 
a Chinese-owned stock market. 

However, there are sizeable 
obstacles to be overcome 
before these Chinese flotations 
can be smoothly launched in 
Hong Kong. Not least of these 
is a need for re-education of 
file companies' management 
Only recently, Chinese com- 
pany directors would have 
been jailed for releasing com- 
mercial information to foreign- 
ers. Now they are going to be 


obliged to provide even more 
detailed disclosure than under 
the old state system. 

Management freedom comes 
at a high price. It will have to 
cope with tbe dislocation of 
facing up to market forces and 

having responsibility to a new 

body of shareholders. This 
compares with the undemand- 
ing quota systems that they 
are used to. 

Potential investors will also 


the role of global coordinator 
for tbe flotation, but despite 
having a June target for tbe 
public offer, there is no deci- 
sion yet as to what can actu- 
ally be listed. It is dear that 
the corporation's social respon- 
sibilities will be unacceptable 
to a new shareholder base, but 
an alternative structure has 
yet to be conceived. 

Senior representatives of the 
Hong Kong stock exchange 
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need educating, as these com- 
panies represent an entirely 
new business concept. These 
corporations are like industrial 
revolution style company 
towns, where everyone owes 
their soul to the company 
store," said one merchant 
banker. 

Shanghai Petrochemical, 
China's sixth largest petro- 
chemical company, is an entire 
city. The company oversees 
everything from the law courts 
to the fire service, and employs 
an estimated 63,000 people. Tbe 
general manager is like a 
mayor, and drives around 
“his” city with a red flashing 
light on the top of his car. 

Merrill Lynch was awarded 


Source - Smopreapor Intematictial 

met China's Securities Com- 
mittee - the new regulatory 
body for China's capital mar- 
kets - in Nanjing this week to 
wrestle with some of the tech- 
nical problems presented by 
the listings. 

One international corporate 
lawyer pointed out that a Chi- 
nese enterprise has to complete 
a share offering in order to 
become a separate legal entity. 

As a result, some issues of B 
shares - shares available only 
to foreign investors - on the 
Chinese stock markets have 
been for companies that did 
not legally exist during the 
subscription period. The Hong 
Kong stock exchange will want 
to address this. 


The Chinese government 
wants all nine industrial com- 
panies to be listed by the end 
of the year, and there is 
already rumoured to be a sec- 
ond batch of 12 companies 
ready for flotation in early 
1994. 

“When the Chinese top lead- 
ers want to do something, they 
put a lot of effort into it and 
they get it done very quickly," 
said Mr Tommy Wong, of 
Kwan Wong Tan & Fong, a 
local accountancy firm which 
is handling two of the Chinese 
flotations. 

Accountants agree that the 
process is aided by the level of 
detail In state company 
records- As Mr Wong says: 
"They shoot people for eco- 
nomic crimes." 

However, translating Chi- 
nese accounting systems into a 
set of internationally accepted 
accounts is proving complex, 
with major differences in the 
treatment of equity account- 
ing. foreign exchange transla- 
tion. and stock-taking. The 
revised accounts will bear little 
resemblance to tbe current 
profit claims of the companies. 

B ut an unprecedented 
number of merchant 
banks are prepared to 
take up the challenge. Corpo- 
rate financiers have been cut- 
ting documentation fees to the 
bone In order to fight for man- 
dates, which are due to be 
announced before the end of 
February. 

Mr Ambrose Lam, managing 
director of corporate finance at 
Standard Chartered Asia, said: 
“It is recognised not to be very 


profitable, but it is worth it to 
get the recognition, and 
hopefully to have a better 
chance with the next batch of 
issues." 

The Securities Committee is 
taking an active role through- 
out. The committee is led by 
Zhu Rongji - a member of the 
Communist party's most pow- 
erful decision-making body - 
which emphasises the impor- 
tance that China is attaching 
to this programme. 

The committee has decided 
to focus on Chinese incorpo- 
rated listings in Hong Kong, 
rather than allowing compa- 
nies to incorporate and be 
floated further afield - such 
as the New York listing of Bril- 
liance Automotive. 

Beijing must be heartened by 
the fact that the HKS403m offer 
for Hong Kong registered Den- 
way investments, the Chinese 
car manufacturer, is under- 
stood to have attracted mare 
than HKS200bn in subscription 
funds. 

The response suggests a 
quite extraordinary level of 
demand for China shares in 
Hong Kong. The use of leading 
international houses such as 
Merrill's will enable future 
issues to tap an even broader 
investor base. 

The managing director or a 
local corporate finance house 
said: “Knowing the pent-up 
demand by Chinese companies 
for capital, it would be incon- 
ceivable that they would float 
less than 20 state companies 
per year, after the first batch. 
Therefore they understand the 
importance of getting it right 
first time." 


Commonwealth Bank climbs 5% on lower write-offs 


By Bruce Jacques 

COMMONWEALTH Bank of 
Australia yesterday reported a 
5 per cent improvement in 
operating profits for the 
six months ended December, 
confirming that it has man- 
aged to steer clear of the worst 
of the problems besetting some 
of Australia's big banks. 

The bank. 70 per cent owned 
by the Federal government, is 
holding the interim dividend 
steady at 20 cents a share after 
an increase in operating profit 


from A 32 25.1m to A$236.4m 
(USS158.2m) for the six 
months. 

In contrast to rivals like 
Westpac and the ANZ Bank, 
Commonwealth got through 
the six months with reduced 
bad debt write-offs, no property 
provisions and slightly 
lower problem loans on its 
books. 

The bank reduced its charge 
against profit for bad and. 
doubtful debts by 145 per cent 
to A 53465m while gross non- 
accrual loans carried eased by 


1 per cent to A$3.69bn. A far- 
ther less serious problem loan 
category, reflecting loans in 
arrears, fell from AS1.23bn to 
A5974.7m. 

Mr David Murray, managing 
director, said valuations of the 
bank’s commercial property 
portfolio, covering exposures of 
about A575bn, indicated that 
no further provisioning was 
necessary. 

. ..The performance allowed the 
bank to improve its risk 
weighted capital adequacy 
ratio from 10.02 to 10.66 per 


cent, comfortably exceeding 
the Reserve Bank's minimum 8 
per cent requirement. The 
bank's total assets eased from 
A$884bn to A$88.3bn. 

Mr Murray said a key reason 
for the bank's improved earn- 
ings performance was a a 3.6 
per cent fall to AS1.47bn in 
operating expenses. The bank 
reduced its staff by just 
over 5.000 to 44,174 in the 
halt 

“Further falls in operating 
expenses will be achieved as 
the integration of the former 


State Bank of Victoria is com- 
pleted,” he said. “The banking 
industry is likely to experience 
continuing low demand for 
credit which, combined with 
the low household savings 
ratio, will maintain pressure 
on margins. 

By far the biggest contribu- 
tion to the bank's profit came 
from banking operations, up 1 
per cent to A$2 12.7m. Common- 
wealth's Finance arm. CBFC, 
remained profitable, more than 
doubling its contribution to 
A523-7m. 


FINANCIAL TIMES CONFERENCES 

THE FOOD AND DRINK 
INDUSTRY 

London, 23 & 24 March 1 993 

The food and drink industries worldwide are being radically reshaped as 
manufacturers expand internationally in search of faster growth and improved scale. 
The conference brings together an authoritative panel of speakers to review the 
opportunities and challenges in a changing environment. 

Among the issues to be addressed: 

• Building a global branded business 

• Competing with the global giants 

• The outlook for the specialist manufacturer 

• EC merger policy and the European food and drink industry 

• Developing a European private label strategy 

• Partnerships between retailers and suppliers 


Speakers will include: 

Mr George Bull 

Grand Metropolitan PLC 

Mr H Colin Overbury OBE 

Commission of the European Communities 

Mr E Hugh R Thomas 

Dalgety PLC 

Mr Werner M Bahlsen 

H Bahlsens Keksfabrik KG 


Mr Todd Martin 

Kraft General Foods Europe 

Mr Johnny Thijs 
Interbrew SA 

Mr M Logan Taylor 

Argyll Group PLC 

Mr Christopher Haskins 

Northern Foods pic 
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Notice el Adjustment of 
Sotsertyttoa Price To the Haiders of 

Warrants to Subscribe for 
Shares of Common Stock of 

Sekistil House, LM. 

(the “Company”) 

[bared bt csofoactJoii with an hare 
by to Company ef ILS. $200,000,090 
41/2 par cast Bonds die 1996) 

Pursuant to Clause 3(iv) and (vil of 
the Instrument dated 27th June, 1991 
under which the above dreerfoed War- 
rants (the "Warrants'; were Issued, no- 
tice is hereby given as follows; 

In accordance with the Resolutions 
that the Board of Director, of the Com- 
pany adopted at meeting held on 18th 
January, 25th January and 26ih January, 
1993, the Company Issued Yen 
20 OTLOOO^MO Z5 per cenL convertible 
unsecured bonds due 2002. Yen 

20.000. 000.000 2.4 per cent convertible 
unsecured bonds due 2000. US. 

5200.000. 000 2 1/2 per cent notes due 
1997 with warrants and Swiss Franc 

200.000. 000 2 per cent notes due 1997 
with warrants on 3rd February. 1993 
with the Initial conversion or subscrip 
lion price per share of Yen 969. In each 
case, being less than the current market 
price of Yen 1/17530 in respect of the 
convertible bonds and Yen UB4D0 in 
respect of the notes with warrants per 
share applicable as at dial date. 

Asa result of such Issuance, the sub- 
scription price at which shares sre 
issuable upon exerase of the Warrants 
will be adjusted in accordance with 
Clause 3i iv) and (vil of tbe Instrument 
from Yen 1,359.40 to Yen 1343.00 with 
etiect ftwn 3rd February, 1993 (Japan 
time). 

By: Tho Bank of Tokyo Tract Company 

as Disbursement Agent 
Dated: February 1 1. 1993 


£150,000,000 
Bristol & West 
Building Society 
Floating Rate Notes due 1994 

For the three month interest period 
February 9. 1993 to May 10. 1993, 
me rate haa been determined at 
6.3125%. The interest payable on 
the relevant interest data May JO, 
1993 will he £165.66 per ElO.OOO 
and £1.558.51 per £100,000 in 
bearer form. 

By.ThaaaseHaaWtiiBati^NX _ 
Lsafoa. ApmtBaak Q 

February 11. 1893 chase 


COMPANY 

NOTICES 

STATE BANK OF NEW SOUTH WA1ES 
Aus. 580,000,000 PuBflbte 
Adjustable Rets Mum due 139* 

In accordance with the terms and 
conditions of tha Notes, the interest 
rale for the period 2nd March, 1993 
to 2nd March, 1894 has been fixed 
at 6Ki% par annum. The interest 
payable on 2nd March, 1994 against 
Coupon 6 will be Aus.S643S per 
Aus. SI XXX) nominal and Aus.S643.75 
per Aus. 510,000 nominal. 

Agent Bank and 
Principal Paying Agent 

ROYAL BANK 
SfittB OF CANADA 


CAJA NACIONAL DE 
AHORRO Y SEGURO 

International Public Tender 

SALE OF A CONTROLLING SHAREHOLDING IN 
THE LEADING INSURANCE COMPANY AND A 
SAVINGS BANK IN ARGENTINA 

CAJA NACIONAL DE AHORRO Y SEGURO ("Cap") pursuant to the Terms and Conditions established by 
hnematiosal Public Tender calb for tbe sals of: 

60 per cent controlling shareholding in a new holding 
company, CAJA DE AHORRO Y SEGURO, S.A., to 
be incorporated to operate the insurance and banking j 

business of the Caja Naciona) de Ahorro y Seguro. 

SALE OF THE TERMS AND CONDITIONS: 


Date: 

Location: 

Price: 

Information: 


Bid Date: 


From 8 February, between 10 am and 3 pm 

Gaia's head office - Hrpdiito Yrigoyeo 1750, 2nd Floor, Buenos Aires, Argentina. 
US$20,000 

An information Memorandum on Ibe business of the Caja is currently available from die 
offices of the Ceja's financial advisers, Klein won Benson Ud and Coopers & 
Lybrand/Harlencck Ldpcz y Cfa 
14 April 1993 in the Ceja’s bead office 


Ki -grNWORT BENSON 
LIMITED 

20 Fen church Street 
London EC3P3DB 
Tel: 44 71 £3 8000 
Fox: 44 71 623 5535 


THE "SHELL” 
TRANSPORT AND 
TRADING COMPANY, 
|LlXL 

Notice is hereby given tha! a 
balance of the Register will be 
struck on Friday, Sth March, 
1993 for the preparation erf the 
half-year ty dividend payable on 
the FIRST PREFERENCE 
SHARES for the six months 
ending 31st March, 1993. The 
dividend will be paid on 1st 
April, 1993. 

For Itensforees to receive this 
dividend, their transfers must 
be lodged with the Company's 
Registrar. Uoyds Bank Pic, 
Registrar's Department, 

The Causeway, Worthing. 

West Sussex, BN99 6 DA, not 
later than 300 p.m. on 
Friday. 5th March. 1993. 

arfGnfo Bj drier of tie Bnrf 

lMfcs,5EI7U -ULCuni 

mtnunvn Stmbnr 


COOPERS & LYBRAND/ 
1IARTENECK, LDPEZ Y CfA 

25 dc Mayo, HO. S' rim 
1002 Buenos Airta 
Tet 541 334 2830 
Fa: Ml 331 5325 


DECLARATION OF DIVIDENDS 

UNITED KINGDOM CURRENCY EQUIVALENTS 

In accordance with the standard conditions relating to the payment of the 
dividends declared on U January 1993. payments from the office of the 
United Khgdom Registrar wifl be made n United Kingdom curency at the 
rate o t exchange o! R4.5111 South African currency to £1 Untied Kingdom 
currency, this befog the first available rate of exchange for remittances 
between the RepuMc ot South AJnca and the United Kingdom on 8 February 
1993, as advised by the companies 1 South African bankers. 

The United Kingdom currency equivalents of the dividends ore therefore as 
follows: 


Name nf Company 

(AS companies are etcarponileO to 

toeReput*c of South Afnca) 


Geld Fields Property Company Limited 


New WHb Limited 


Amount 
per stum 


7.09361 p 
3.7fflW8p 
4 .43351 p 


Vogetetnfebutt Metal Hotfnga Limited 92 4.43351p 

By order of the boards 

per pro GOLD FIELDS CORPORATE SERVICES LIMITED 

London Secretaries 
S J Dunnng. Secretary 


London Otttea: 
Greencoat Rouse 
France Street 
London, SW1P IDH 


70 -February rS93 


United Kingdom Registrar. 
Barclays Registrars 
Bourne House 
34 Beckenham Road 
Beckenham. Kent. BR3 JTU 


Members ot the Gold Fields Group 


met*-' 
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INTERNATIONAL CAPITAL MARKETS 


Treasuries firm ahead of second tranche of refunding auction 


By Patrick Harverson in New 
York and Sara Webb 
in London 


bonds will be put up for sale. 


US Treasury prices firmed 
across the board yesterday as 
the bond market awaited the 
second tranche of the govern- 
ment's refunding programme. 

By midday, the benchmark 
30-year government bond was 
up £ at 105%. yielding 7.179 per 
cent. At the short end of the 
market, the two-year note was 


GOVERNMENT 

BONDS 


also slightly higher, up & at 
100£. to yield 4.183 per cent. 

After Tuesday's successful 
three-year note sale, sentiment 
about the afternoon's auction 
of $l0.75bn in 10-year notes was 
generally positive. 

At the start of the week, ana- 
lysts had worried that the 
three-years would be tbe hard- 
est sell, so having got what 
was believed would be the 
trickiest part of the refunding 
out of the way. the market bid 
up prices yesterday morning, 
confident that the 10-year sale 
would go smoothly. 

The final leg of the Treasury 
auctions comes later today, 
when $9.25bn of 30-year 


■ ITALIAN government bonds 
fell a point on political worries 
as news emerged in the after- 
noon that Mr Claudio MartellL, 
the justice minister, had 
resigned from the government. 

The BTP futures contract fell 
a point to 95.80 by late after- 
noon, having settled at S&89 on 
Tuesday. 

Mr Martelii. a socialist, is 
under investigation on corrup- 
tion charges. He is the first 
minister to be brought down 
by the Milan corruption scan- 
dal which broke a year ago. 

Dealers said the bond market 
tumbled on fears that Mr Mar- 
telli’s resignation might dam- 
age Italy’s four-party coalition 
government 


The Liffe bund futures con- 
tract rose from 93.18 at the 
opening to trade at around 
93.35 by late afternoon. 

The results of the Bundes- 
bank's keenly watched securi- 
ties repurchase tender, 
announced yesterday, had lit- 
tle effect on the bund market 
The Bundesbank accepted 
DM82.5bn of bids for 14-day 
and 28-day securities repur- 
chase agreements, allocating 
net new liquidity of DM3Jbn. 

The lowest minimum rate at 
the repo fell 7 basts points to 
8.50 per cent Dealers said the 
rates at this week’s repo - the 
first since last Thursday's cut 
in the Lombard and discount 
rates - were in line with 
expectations. 


FT FIXED INTEREST INDICES 


BENCHMARK GOVERNMENT BONDS 
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government’s large borrowing 
requirement. 


■ SPANISH government bonds 
ended firmer after Tuesday’s 
profit-taking, with buying 
interest concentrated on the 
short end. 

Yields fell at yesterday's 
Treasury bill auction. As 
expected, the yield on one-year 
Treasury bills fell to 12.536 per 
cent from 13.041 per cent. 


■ THE German government 
bond market closed firmer, 
helped by good domestic buy- 
ing yesterday. 


■ BELGIAN government bonds 
saw another volatile day, with 
prices ending just above the 
day's lows in spite of a firmer 
franc. 

The Crane started to firm 
against the D-Mark after the 
central bank raised a money 
market interest rate, the end- 
of-day rate, from 8H0 per cent 
to 9.30 per cent 

The Belgian government 
bond market came under pres- 
sure earlier fills week on wor- 
ries about currency, the politi- 
cal situation and the 


■ UK government bonds dosed 
higher, with the futures mar- 
ket out-performing cash bonds. 
The Liffe gilt futures contract 
gained over half a point rising 
from 100-27 to 101.15. In the 
cash market the 9% per cent 
gilt due 2002 rose from UIJOO to 
111% by late afternoon. 

Dealers said that the market 
remained concerned about the 
outlook for Inflation given 
Tuesday’s disappointing pro- 
ducer input prices. 

The market is waiting for 
Friday's retail price index data 
for January to see whether 
there are any signs that infla- 
tion has picked up. 


■ FURTHER strengthening of 
the yen against the DS dollar 


helped to push up Japanese 
government bond prices yester- 
day, but light profit-taking 
eroded some of the day’s gains 
leaving the market only 
slightly higher compared with 
its previous close. 

The June futures contract, 
which opened at 109.66, 
reached a new high of 109.76 as 
the yen strengthened to 120.68 
to the dollar. 

However, dealers noted some 
profit-taking, and the futures 
contract closed at 109.53, up 
from Tuesday's dose of 109.50. 

In the cash market the yield 
on the No 145 traded in a range 
of L21 per cent to 426 per cent, 
before closing at 4235 per cent, 
against Tuesday's dose of 4245 
per cent 

Japanese officials were said 
to be ready to let the yen 
strengthen to help curb 
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Japan's rising trade surplus. 

The dollar fell from a high of 
Y12323 in Tokyo on Tuesday 
to a low of Y12G.68 yesterday 
on expectations that Mr Yosh- 
iro Hayashi, finance minister, 
and Mr Lloyd Bentsen, US trea- 
sury secretary, would agree to 
allow the yen to rise when they 
meet for the first time in Wash- 
ington on Saturday. 


• STANDARD & Poor's has 
confirmed the AAA rating of 


the £180m securitised issue 
from Truck Funding, the Ley- 
land Daf finance vehicle, 
launched at the end of last 
year, writes Richard Waters. 

The deal was structured to 
cope with events such as the 
insolvency of the manufac- 
turer, S&P said. UBS Phillips & 
Drew, which handled the issue, 
agreed to provide a non-re- 
course facility of up to £45m to 
cushion investors against cash 
flow problems on the bonds. 


Malaysian bank 
issues $75m 
three-year CD 


MALAYSIA’S Public Bank 
(PBB) has issued a three-year 
negotiable floating rate certifi- 
cate of deposit worth US$75m, 
Reuter reports from Singa- 
pore. 

Tbe issue, lead managed by 
OCBC and Hongkong and 
Shanghai Banking Corp, pays 
37.5 basis points over the six- 
month London interbank 
offered rate, OCBC said. A 
group of 18 banks took part in 
the issue, originally for $50m 
but raised to $75ra after over- 
subscription. 

• MBf Asia Capital Corp 
(MACC). the Hong Kong-based 
merchant banking unit of Mal- 
aysia’s MBf Group has bought 
68.4 per cent of MBf Card Ser- 
vices for M$322m from MBS 
Australia. 

MBf Card is the largest 
issuer of credit cards in Malay- 
sia and of MasterCards in 
south-east Asia. 


Denmark’s $lbn offering sells well in spite of tight pricing 


By Antonia Sharpe 


THE Kingdom of Denmark 
launched its widely-expected 
Eurodollar bond yesterday, and 
syndicate managers expected 
more new issues today, includ- 
ing a Ecu 500m three-year offer- 
ing from the European Com- 
munity. 

Mr Andrew Pisker, head of 
new issues at the lead man- 
ager, Lehman Brothers Inter- 
national, acknowledged that 
Denmark's $lbn 5% per cent 
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offering due 1998 was aggres- 
sively priced to yield 20 basis 
points over comparable US 
Treasuries. However, he 
reported good sales into 
Europe and the UK in spite of 
the tight spread. 

Other syndicate managers 
said the spread on the Danish 


deal was five basis points too 
tight, but agreed that the 
issuer Hail been able to take 
advantage of the current 
demand among investors for 
dollar-denominated paper. The 
syndicate on the Danish deal 
had not broken by late after- 
noon. 

Mr Niels Sorensen, head of 
the foreign debt department at 
Denmark’s National Bank, said 
he was happy with the cost-ad- 
vantageous terms of the bond 
and that the proceeds had been 
swapped into floating-rate 
D-Marks. The funds will be 
used to strengthen the central 
bank’s foreign exchange 
reserves which have been 
depleted by file recent inter- 
vention to support the Danish 
krone within the exchange rate 
mechanism. 

Investor preference for dollar 
paper enabled the Republic of 
the Philippines to increase its 
previously-announced three- 
year offering to 8150m from 


(125m and set the yield at 320 
basis points above comparable 
US Treasuries, at the lower end 
of the indicated range of 
320330 basis points. Syndicate 
managers said the success of 
the Filipino deal partially 
reflected that it had been well 
flagged in advance of its 
launch yesterday. 

An official at the lead man- 
ager, JP Morgan, said that SO 
per cent of the offering was 
split between Asia and Europe 
and the remaining 20 per cent 
was placed in the US. After the 
syndicate was broken, the 
bonds were bid at par. above 
their re-offer price of 9928. 

Elsewhere. Credit Local de 
France raised £ 100 m of 7% per 
cent Eurobonds due December 
12, 1998. The maturity was 
pitched to tap demand for 
paper at that area of the yield 
curve. 

A manager at NatWest Capi- 
tal Markets, the lead manager, 
said that a little over half of 


NEW INTERNATIONAL BOND ISSUES 

Borrower 

US DOLLARS 

Kingdom of Denmark 

Republic of the Philippi rms<a) 
Naflnsa. Grand Cayman(a,bV* 

Amount m. 

Ibn 

150 

100 

Coupon % 

5.75 

7.875 

5.675 

Price 

99.767 

99.88 

. 400 

Maturity 

Feb. 1998 
Feb. 1998 
Feb. 1996 

Fees 

0 25/0.1 
1.125/0.375 
225/1.25 

Book runner 

Lehman Brothers int 

JP Morgan Securities 
Bankers Trust Int 

D-MARXS 

Euro. Coal 8 Steel Community 
Kawasaki Klsen Kalslta* 

215 

110 

6.625 

7.25 

101.15 

101.375 

Mar.1988 
Feb. 1999 

1.625/1.125 

Bayerisciw Verelnsbenk 
OKB(OeutsChland) 

STERLING 

Crbdil Local de France 

100 

7.25 

99 455 

Dec.1998 

025 

NatWest CapJikto. 

NEW ZEALAND DOLLARS 
Primary Industry BJcAuatralla 

SO 

6.25 

101.25 

Mar. 2000 

2/1.25 

Hambros Bank 

SWISS FRANCS 

Urdden Corp.(c)*^ 

ISO 

1.5 

100 

Mar. 1997 

1.625/1.375 

Oahwa Secs.Bank(Swta.) 

— , _ ^ 

* ■ f 1 



l-. .a- - 
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coupon, b] Package Incfudes detachable warranto to shares In Gnipa Televisa, c) Final terms llxed on 15/1/93. 


the Credit Local paper was 
placed on the Continent. After 
the syndicate broke, the spread 
widened slightly by one basis 
point to 46 basis points above 
the 7 Vi per cent UK gflt due in 
1998. Syndicate managers said 
the bond was generousLy 
priced compared with a similar 
offering from Credit Foncier de 


France launched In mid-Janu- 
ary with a yield spread of 40 
basis points over comparable 
UK gUts. 

Hambros Bank launched the 
first New Zealand dollar issue 
in the international market 
since last June. The NZ$50m 
offering for Primary Industry 
Bank Australia, due 2000. was 


more or less sold by midday, 
mainly to Benelux. German 
and Swiss investors. 

The issue was bid at 99-55, 
within the total fees of two 
points. Further issues in the 
New Zealand dollar sector are 
likely, as some NZS200m worth 
of paper is due to mature in 
the next two months. 


Venezuela 
proposes 
telecom 
share sale 
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CONVERTIBLE BONDS 
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TRAOmONAL OPTIONS 


• First Dealings Feb 8 

• Last Dealings Feb 19 

• Last Declarations May 20 

• For settlement June 1 

3-month call fata indications are 
shown in Saturday editions. 

Calls In: Accm Computer, Aran 
Energy, ASOA, Baltic. Cavendale, 


Dorilng Klndersley, Enterprise 
Computer, FI sons, London Rn. A 
Inv., PAP, Starmln, Tadpole 
Tech, and Verson IntL Puts In: 
Acorn Computer, Claremont Gar- 
ments and Tay Homes. Puts A 
Calls: ASDA, Brit. Aerospace, 
Caverdata and Queens Moat 


FT-SE ACTUARIES INDICES 


The FT-SE 100. Fr-SE Mld 2S0 and FT-SE Actuaries 3SQ Indices and the FT-SE 
Mtuaries Industry Baskets ora calculated by The International Stock Exchange- 
or the United Kingdom and Republic at Inland Limited, c Tba international 
Stock Exchange at tha United Kingdom and RepnbUc of Ireland Limited 1983. AH 
rights reserved. 


The FT-Actoarics All-Share Index is calculated by The Financial Thu as Lim- 
ited In conjunction with tbe Institute of Actuaries and die Faculty oT Actuaries. 
0 Tl» Financial Thnas Limited 1993. All rights reserved. 


The PT45E UN. FT-SE Mid 250 and FT-SE Actuaries 350 Indices, the FT-SE 
Actuarto Industry Baskets and the FT-Actuarise Ad-Share Index are members of 
toe FT-SE Actuaries Share Indices series which are calculated in accordance 
wifli a Sta n d ar d aet at ground rules established by The Financial Times Limited 
and London Stock Exchange In conjunction with the Institute of Actuaries and 
the Faculty of Actuaries. 


"FT-SE" and “Footsie" are joint trade marks and service marks of [he London 
Stock Exchange and The Financial Thnes Limited 
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FT-ACTUARIES FIXED INTBIEST INDICES 


FRICE INDIC8S 




Wed 

Feb 

10 

Day's 

change 

% 

Tue 

Feb 

9 

Accrued 

Interest 

xdadj. 
1993 
to date 

1 

Britldi Gmrwntirt 
Up u5 rears (23>.. 

128.96 

40.06 

128.89 

1.33 

1.72 

2 

5-15 years 123).. 

247.11 

+008 

147.04 

1,90 

2.02 

3 

(her 15 years (9)... 

152.63 

-0.05 

152.70 

1.52 

1.28 

4 

Irredeemables (61 

173.45 

-0.20 

173.81 

2.88 

0.06 

5 

All stocks (613... 

143.21 

+0.10 

143.17 

1.66 

1.79 

6 

loda-Uitked 

Up to 5 years ( 2).. 

184.40 

+0.03 

184.34 

-0.07 

1J1 

7 

Over 5 years (12). 

169.81 

+0.32 

169.26 

0.73 

0.62 

8 

AH stocks (14)... 

170.59 

+0-29 

170.10 

0.63 

0.74 

9 

Ms & Leans (61). 

125.56 

-0 22 

125.84 

3.22 

0.26 



AVERAGE GROSS 
REDEMPTION YIELDS 

Wed 

Feb 

10 

Tue 

Feb 

9 

Year 

age 

1 

BrftWi GtYtrorntfli 

5 jean... 

630. 

6.52 

8.61 

2 

3 

OOHOans 15 years. 

8.10 

8.43 

7JI1 

8.11 

8.43 

7.03 

912 

9.12 

9.38 

4 

Medium Siears. 

5 

Coupons 15 run 

8J8 

8.S9 

9.20 

6 

(8*-I01,%l 20 years 

8.78 

8.78 

9.16 

7 

Wflh Sjears. 

7J0 

7.22 

9.61 

ti 

wHiwni I5yean.._ 

8.85 

8J8 

9.29 

9 

01%-) jo yean.... 

8.95 

8.97 

923 

10 

br«lwi«lHes(natyieMl 

8.82 

8.80 

932 

11 

Uex-UuM 

Inflation rate 5% UpioSyn 

2J9 

2.20 

3.82 

It 

Inflation rate 5% OwStn.. 

3.64 

3.66 

4.27 

13 

inflation rate 10% Uota5yrs. 

1.40 

1.40 

320 

14 

Inflation me 10% 0iw5yrs.. 

3.46 

3.48 

4.10 

15 

5 years 

8.71 

8.72 

10.77 

16 

Lom 15 years...., 

9.67 

9.65 

10.59 

17 

25yean“ 

9.90 

9.86 

10.45 
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VENEZUELA plans to sell 
S600m worth of shares In 
CANTV. the telephone com- 
pany managed by GTE Corpo- 
ration of the US. by June this 
year. Reuter reports from Car- 
acas. 

Mr Julian Villalba, president 
of the Venezuelan Investment 
Fund, said that a small block 
of shares would be issued on 
the Caracas stock exchange to 
establish market value and the 
rest would be placed on foreign 
stock exchanges. 

"We are looking to register 
them on an exchange, through 
any mechanism, and it doesn't 
have to be on Wall Street." 
said Mr Villalba. The $8Xhn in 
shares would represent one- 
third of the state's 49 per cent 
stake in CANTV. 

The government had said it 
would sell its stake in the tele- 
phone concern in the first 
quarter of 1993. Recent news 
reports said the government 
planned to delay the sale until 
next year to get a better price. 

In November 1991, a consor- 
tium of companies led by GTE 
paid Si^Sbn for 40 per cent ot 
CANTV and took managerial 
control. Another 11 per cent of 
shares were sold to employees. 

The government hoped that 
recent investments worth sev- 
eral hundred million dollars to 
Improve and expand the sys- 
tem would factor into the 
share price. Mr Villalba said. 

Mr Villalba said the new sale 
of shares could be made in the 
US but officials would look at 
exchanges in Europe or Asia. 
Lehman Brothers would be 
lead underwriters of the sale 
on foreign exchanges, he said. 

The government said it 
expected to raise about S2bn 
this year from the privatisation 
of state companies, including 
about $ 1 . 2 bn from utilities. 

• The controlling US share- 
holders in New Zealand's Tele- 
com Corporation have 
extended until September 12. 
1994 an option to sell their 
shareholdings. Under a 1990 
agreement, Bell Atlantic and 
Ameritech of the US bought 
100 per cent of Telecom from 
the New Zealand government, 
on condition that they reduced 
their shareholding to 49.9 per 
cent by September, 1993. 
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Pessimists fear companies may cut the pay-outs they have struggled to maintain 

Captains wary of another false dawn 


By Maggie Urry 

THE STOCK MARKET could Face a testing 
time as companies report results over the 
next few weeks, or it could be about to see 
th * Point from recession to recovery. 

Optimists hope that when company chair- 
men publish profit figures for 1992 - which 
m aggregate will be poor - they will si gnal a 
brighter outlook for 1993. Pessimists are more 
concerned that some companies will cut divi- 
dends they have struggled to maintain 
through the longest recession since the 1930s. 

There is broad agreement that industrial 
companies' profits In aggregate will have 
shown no growth, or even a slight decline In 
1992. Profits fell 6 per cent in 1991. The mar- 
kets concern will be what the results say 
about the outlook for the current year. 

Analysts will use the results to rework 
their profit forecasts for the coming year, 
setting the tone for the stock market 
Chairmen's statements and companies' div- 
idend decisions will be studied carefully for 


hints that the famous green shoots are at last 
starting to appear or that captains of industry 
see no recovery on the horizon. And chair- 
men may be nervous about being over-opti- 
mistic having witnessed false dawns before. 

Estimates for current year profits growth 
vary widely, not only between stockbroking 
firms, but also between strategists, who take 
a “top-down" approach, and the “bottom-up" 
aggregation of analysts' forecasts. In most 
cases, the analysts' number is higher than 
the strategists’, even the more bearish of 
whom look for double-digit percentage profits 
growth from industrial companies in 1993. 

Ev en without much help from the economy, 
cost-cutting, lower interest rates and the ben- 
efit of the foil hr the pound, if only on transla- 
tion of overseas profits, should be sufficient 
to boost profits by 10 per cent or more. 

Mr Mark Brown, chief UK strategist at UBS 
Phillips & Drew, is forecasting -a 12 per cent 
rise In industrial profits, white his analysts 
are going for 21 peF cent. He says the gap is 
not unusual at this stage, but worrying since 


he feels if his forecast Is right analysts will 
bring down their estimates over the next few 
weeks which could hit the market. 

Mr Brown is concerned that an economic 
recovery will be slow, particularly as many 
companies are still trying to cut stock levels, 
and says that “one company's reduction in 
stocks is another’s cut in output”. 

The most optimistic strategists, such as 
Nomura Research Institute, have a forecast of 
30 per cent for industrial earnings growth in 
1993. Although admitting some of this may be 
deferred to 1994, Nomura's analysts are closer 
to other firms’ forecasts with 22 per cent 
growth predicted. Nomura believes that ana- 
lysts lag behind strategists at turning points. 

While most market commentators expect 
1992 dividends to he little changed in total, 
there could be surprises from individual com- 
panies. Many are leaving the decision until 
the last moment so that the ■ dividend can 
reflect the up-to-the-minute trading situation. 

One such Is Pilkington, the glass company, 
which has a March year-end and reports in 


June. It cut its final dividend last year, but 
maintained its interim in December paying it 
from reserves, saying it would decide on the 
total payment for the year in June. If positive 
signs of recovery appear by then, investors 
hope Pilkington will decide not to cut again. 

Dividend Increases in 1993. forecast at 
about 3 or 4 per cent across the market, are 
expected to lag behind earnings growth as 
companies attempt to rebuild cover. 

Although the hope that the UK has become 
a low -inflation economy means dividend 
cover need not be as high as it was in, say, 
the 1970s, companies and investors generally' 
still feel uncomfortable if cover is below 2. 

An additional problem for companies with 
surplus advance corporation tax, is that a 
dividend Increase adds to the tax charge, thus 
reducing cover more severely. 

Many companies will be keen to retain 
earnings to help finance extra working capi- 
tal which they will need when recovery 
comes. Mr Brown said dividend cuts were 
still made after the last recovery had started. 


How the FT views FRS 3 accounting discipline 


By Rod Oram 

THE CHANGES to company 
accounts triggered by the new FRS 
3 accounting standard will have an 
Impact on companies' results and 
the way the Financial Times 
reports them. 

For many companies, pre-tax 
profits and earnings per share will 
be more volatile. However, FRS 3’s 
requirement on them to give more 
financial data will bring more 


detail and depth to our reporting 
and analysis 

Not all companies will switch to 
FRS 3 before the June 22 deadline. 
For those that do, we will report 
their results in the following way: 

• Hie main measure win remain 
pre-tax profits for the latest period 
compared with the previous year’s 
figure. For a transitional period, we 
wUl show a second comparative fig- 
ure based on the previous standard. 

• Any factors distorting pre-tax 


profits, such as the cost of rational- 
ising or disposing of businesses, 
will be fully reported. 

• Our reports wUl carry all the 
figures needed to give a foil review 
of a company’s performance. The 
FRS 3 data win allow for example, 
a clearer picture to be given of the 
impact of acquisitions and the cost 
of disposals. 

Thus, a more accurate assess- 
ment wUl be possible, for example, 
of the profitability of a company’s 


on-going businesses. 

Greater use will also be made 
ofcashflow statements introduced 
under FRS 1. 

The FT win report the earnings 
per share derived under FRS 3, con- 
trasted to the year earlier figure. 
We may also report any alternative 
earnings quoted by the company. 

For analytical pieces, such as 
Company Comments and corporate 
profiles, we will draw on p/e ratios 
based on eps figures adjusted to 


remove anomalies and to give a 
guide to companies' on-going per- 
formance. Brokers' analysts have 
begun work on such adjusted fig- 
ures; we wUl be following their 
efforts closely. 

FT Statistics, the department 
which provides the London Share 
Service prices, is dismissing the 
appropriate treatment of earnings 
for the p/e ratios shown on these 
pages. The policy to be adopted wUl 
be announced in doe course. 


Grand Metropolitan 



CQNSOLIPATEP PROFIT & L OSS ACCOUNT- FRS 3 BASIS 
for the year ended 30th September 1 992 

. 1592 1991 



£m 

£m. 

£m 

fin 

Turnover 





Continuing operations 

6.617 


6,649 


Acquisitions 

__4za 





7,045 




Discontinued operations 

Total turnover 

868 

7,913 

2.099 

8,748 

Operating costs 

Operating profit 


f6.964) 


(7.721) 

Continuing operations 

865 


895 


Acquisitions 

-32 





902 m 




Discontinued operations 

Total operating profit 

— 4Z 

949 

132 

14)27 


Share of profits/(tosses) of associates 
Inntrcpreneur Estates Ltd 
Other 

Continuing operations 


CM) 

—3Q 

965 


(ID 

21 

1,037 


Disposal of fixed assets 

13 

29 

Sale or termination of businesses 
Provisions for loss on sale or 

10 

(1) 

termination of businesses 

-J43) 

‘ i 

Discontinued operations 

<201 

_2S 

Disposal of fixed assets 


3 

Sale or termination of businesses 

66 

(307) 

Utilisation of prior year provisions 
Provisions for loss on sale or 

53 

49 

termination of businesses 

—MS 

M3D 


-2A 

.(MS) 



54 

(418) 

lute test 


-f!71) 

Profit before taxation 

925 

448 

Taxation 

J225) 

<2231 

Profit alter taxation 

630 

225 

Minority interests 


CD 

Profit fur the year 

624 

218 

Ordinary dividends 

J24® 

1218) 

Transferred to reserves 

ja 

. 

Earnings per share 

30L6n 

tl.ftn 


■j STATEMENT OF TOTAL RECOGNISED 


GAINS AND LOSSES 

foe the year ended 30th September 1992 

1992 

£m 

1991 

fin 

Profit for the financial year 

624 

218 

Deficit on revaluation of investment properties in associate 

(117) 

- 

Unrealised profit on sale of tenanted pub estate 

- 

23 

Exchange adjustments on foreign currency net investments 

(«0 

05) 

Total recognised gains and losses for the financial year 

488 

226 

I NOTE OF HISTORICAL COST PROFITS AND LOSSES 1 

for die year ended 30th September 1592 



- • 

1992 

£m 

1991 

fin 

Profit on ordinary activities before taxation 

925 

448 

Realisation of proprny revaluation gams of psoryeacs 

76 

392 

Difference between toe historical cost depredation charge and die 
actual depredation diaige for Ac year calculated on foe revalued amount 

1 

3 

Asset ptorisions creared/ (utilised) not requited on an 
historical cost basis 

(2 O) 

(33) 

Historical cost prafu on ordinary activities before tuemon 

982 

810 

Historical ran profit foe the year retained after taxation, 
minority interests and dividends 

435 

362 

I RECONCILIATION OF MOVEMENTS IN 


SHAREHOLDERS' FUNDS 



for tbeyeac ended 3 0th September 1992 

1992 

£m 

1991 

fim 

Profit for the financial year 

624 

218 

Ordinary dividends 

(246) 

1218) 

Other recogUEed gains and losses relating to the year (net) 

036) 

8 

New share capita! issued 

151 

77 

Goodwill acquired dnriqg the yEar 

(182) 

(278) 

Goodwill transferred to die profit and loss account 
in respect of disposals of budnesses 

126 

214 

Net additions to shareholders’ funds 

337 

21 

Shareholders’ foods at 30th September 1991 

3,422 

3,401 

Shareholders’ funds at 30th September 1992 

3,759 

■3,422 


Effects as companies rally to a new standard 


By Andrew Jack 


VTD TWEEDEE. chairman of 
rounting Standards Board, 
said there was a need to 

standards that the person 
tract could understand. FRS 
ew financial reporting stan- 
thc profit and loss account, 
t fall into that category. 

;er the coming months, any- 
mining companies’ financial 
trill rapidly begin to see the 
1 the standard and will have 
to cope with its effects, 
j becomes mandatory for 
ies with financial year-ends 
[une 22 this year. The 
ting Standards Board has 
ompanies to begin comply- 
re this time. 

sscntiall? a standard dealing 
iClosure and presentation of 
1 information, rather than 
ig now ways of treating the 
■s. The most important 
are: 

sordinary Items - cos* 5 OT 
ions which are Fundamcn- 
Tcrent to a company's nor- 
ivitics - will be virtually 
d. Any that remain will be 
above* the bottom line, so 
I be included in the pre-tax 

igure. . ... 

i X profits and earnings will 
far more volatile from year- 
ns a result, forcing readers 
into lo examine the details 
torn focusing on a single fig- 
nnneial performance. 


• Exce ptional items - other large 
material items outside the compa- 
ny's continuing business operations 
- will be largely absorbed into 
other headings on the profit and 
loss account. Three win remain sep- 
arately disclosed: profits or losses 
on sale or termination of an opera- 
tion; costs of a fundamental reor- 
ganisation or restructuring; profits 
or losses on the sale of fixed assets. 

• Turnover and profits must be 
broken down between three sepa- 
rate categories: continuing 
operations, acquisitions as a compo- 
nent of these operations, and dis- 
continued operations. 

• The proceeds on the disposal of 
revalued assets must be recorded 
with reference to the carrying value 
or revalued amount shown on the 
balance sheet, where previously it 
was left in reserves. 

• A new statement of total recog- 
nised gains and losses will show the 
effect of any changes to reserves 
such as revaluations, and of 
exchange adjustments, which were 
all previously buried in the notes to 
the accounts. 

• A note of historical cost profits 
and losses will reconcile the effects 
of any revaluations to the historical 
level at which they were shown in 
the balance sheet 

• A reconciliation of movements in 
shareholders’ funds shows changes 
such as goodwill on acquisitions 
and new share capital issued. 

So for, only a handful of compa- 
nies have complied. These include 


BOC, Blue Circle, Hanson and 
Trafalgar House. A larger number 
of companies are using the format 
of FRS 3 for their interim results. 
Others - such as Bass and MEPC 
- are be ginnin g to make reference 
to it in their accounts. 

The recently-released accounts of 
Grand Metropolitan for the year to 
September 30 1992 provide a useful 
illustration of the effects of FRS 3, 
which it has fully adopted. 

The difference between the old 
and new profit and loss accounts is 
instantly shown by the different 
profits: under the old system, pre- 
tax profit was £S02m; under FRS 3, 
the new pre-tax profit on ordinary 
activities is £925m. The principal 


difference is £12m in extraordinary 
items, which boosts earnings per 
share from 30-lp to 30.gp. 

GrandMet discloses a contribu- 
tion to turnover of £42&n from ac- 
quisitions, separated from £6.6bn 
from existing, continuing oper- 
ations. This would have been impos- 
sible to calculate before. It splits out 
under the three categories of the 
r emaining exceptional items: £l3m 
in fixed asset disposals, JElOm on 
sale or termination of businesses, 
and a £43m provision for loss on 
sale or termination of businesses. 

The three notes show substantial 
rhang ws in goodwill, share capital, 
foreign currency exchange adjust- 
ments, and revaluations, reconciled 


to the figures on the face of the 
profit and loss account 

In general, a danger of FRS 3 is 
that companies can use it to throw 
up a smokescreen. Some companies 
are reporting under the new stan- 
dard, and blaming it for any drop in. 
profits. Others are holding back 
from implementing FRS 3 because 
the old system gives them more 
flexibility to conceal damaging 
transactions. 

Analysts are also noting varia- 
tions in the ways companies comply 
with the new standard - particu- 
larly over how material items must 
be separately disclosed, and how 
businesses are divided between con- 
tinuing and discontinued Items. 


Goodwill factor catches many out 


By Andrew Jack 

USERS OF accounts can expect to see a growing 
number of references by companies to new standards 
and ratings in the next few months. 

Probably the most important change - and the one 
that caught many finance directors by surprise - 
comes from the Accounting Standards Board's urgent 
issues task force, a unit designed to quickly damp 
down on ambiguities or abases In existing standards. 

The unit’s ruling in December 1991 dealt with the 
treatment in the p and I account of any acquired 
businesses of which a company subsequently disposed. 

The rating says that any goodwill - the difference 
between the net assets of the acquired company and 
the purchase price paid - should be included in the 
calculation of profit or loss upon its sale. 

In the past, a company might have paid £ioora for a 


business with assets of £80m, and then sold it for 
£90m- By writing off to reserves the goodwill of £20m 
and recording It in its balance sheet at £80m, it could 
have reported a profit of £i0m from the sale. Now it 
must record a loss of £20m. 

Other rulings which will come into effect soon 
include one requiring the disclosure of post-retirement 
benefits such as healthcare, and another on the treat- 
ment of costs when a company repurchases debt 

fr$ l, the accounting standard on cash flow, and 
FRS 2, on unconsolidated subsidiaries, are already In 
effect More important will be FRS 4, which deals with 
capital instruments and may be released late this year. 

The standard win require companies to treat virtu- 
ally all "hybrid” instruments, such as convertible 
bonds, as debt rather than equity. All remaining 
equity other than ordinary shares will be classified as 
non-equity shareholders' funds. 



rionor Humptnun 

David Tweedle: in a way FRS 3 should be easier for analysts because they 
will be given all the numbers to work with 


Reuters dividend 
likely to be beacon 
in a dark season 


By Jane Fuller 

REUTERS' near 25 per cent increase 
in its 1992 dividend, announced on 
Tuesday, is likely to be a beacon in 
an otherwise dark season. 

Little change is expected for 1992 
payments across the market Some 
analysts are forecasting a small fall, 
especially outside the utilities and 
blue chip companies. 

The drag factors are obvious: a 
small minority of companies are 
expected to cut their final dividends 
and a rather larger number will 
maintain, in some cases for the 
third year running. To offset these 
dampeners, there is likely to be 
only a smattering of 10 per cent- 
plus increases. 

Some of the likely cutters marked 
themselves out at the interim stage. 
British Aerospace had to reshuffle 
its reserves to enable It to pay a 
much reduced interim dividend 
late. 

Rolls-Royce, on the other hand, 
held its interim, but doubts have 
surfaced about the final. After twice 
holding it at 7J25p - once uncov- 
ered - the prospect of brazening 
out a lack of cover for three years 
altogether may sway the argument 
for a cut. The doubts are reflected 
in a historic yield of nearly S per 
cent, almost double the market 
rate. 

Among the maintainers, 1CI 
seems to be heading for a hat-trick 
of three years at the same level. 
Once it splits in two, the more 
Immediate hopes for growth focus 
on Zeneca, the pharmaceutical 
spin-off. 

A profile of prolonged flat divi- 
dends Is also presented by the 
motor components groups GKN and 
T&N. The latter's vulnerability in a 
second year of inadequate cover is 


suggested by an 8 per cent yield. 
However, both returned to profits 
growth in the first half of the year. 

GKN is a good example of the 
industrial groups which have 
improved cash flow and reduced 
gearing, and so can justify holding 
dividends even when earnings cover 
is a problem. 

On the brighter side, Lloyds Bank 
is expected to announce a 10 per 
cent dividend increase tomorrow 
but its gesture would make far 
fewer waves than a cut from bad- 
debt-ridden Barclays. Its dividend 
prospects have been the subject of 
considerable debate. 

Among the insurers. Commercial 
Union's 3 per cent dividend increase 
yesterday, alongside its £428m 
rights Issue, may well be the best of 
the big five composites. Royal, 
which passed its final last time and 
slashed the 1992 interim, is forecast 
to make the annual total up to 5p. 
Losses on domestic mortgage 
indemnity policies have hit its abil- 
ity to pay more. 

Looking ahead, dividend growth 
is forecast to resume this year, 
although recovering at a slower 
pace than earnings. A couple of 
years of modest dividend rises - 
say 4-5 per cent in line with Infla- 
tion - should enable companies to 
rebuild dividend cover, which has 
fallen below LS times. 

Analysts are questioning the need 
to restore cover to historic levels or 
2J> times or more because of lower 
inflation and the downward pres- 
sure exerted on the average by pri- 
vatised utilities. 

A lower target would bring for- 
ward the point at which real divi- 
dend growth can resume. As long as 
prospects are sluggish, the attrac- 
tiveness of equities diminishes com- 
pared with gilts. 


Change in rulings will 
devalue p/e ratios 


By Maggie Urry 

IS THE p/e ratio dead? The 
introduction of Financial Reporting 
Standard 3 will make fundamental 
changes to the way earnings per 
share are calculated, and will there- 
fore affect the p/e, often regarded as 
the most Important investment 
ratio. 

Once items formerly treated as 
extraordinary, and therefore not 
included in eps calculations, are 
moved above the line, the FRS 3 eps 
number is likely to be more volatile 
than in toe past 

The Accounting Standards 
Board’s main aim in producing FRS 
3 was to reduce the importance of 
the single eps number - which has 
become less meaningful as compa- 
nies have found ways to fudge the 
figure. Under FRS 3 investors win 
be given, and indeed forced to look 
at, more information on which to 
base their valuations of companies. 

Mr David Tweedie, chairman of 
the ASB, says that, “in a way it 
should be easier for analysts 
because they will be given all the 
numbers to work with." He points 
out that US companies and analysts 
have worked with a similar 
accounting system to FRS 3 for 
years. While 53 per cent of UK com- 
panies are likely to have an extraor- 
dinary item in any one year, only 5 
per cent of US companies do. 

Analysts are fairly sanguine 
about the changes, although they 
admit that there will be discontinu- 
ity and confusion to start with. 
Many claim that they were already 
adjusting published eps numbers 
for Items which they regarded as 
not part of the continuing business. 

Further they stress that the p/e is 
only one measure of a company, 
and most analysts also look at yield. 


cash flow, asset value, balance 
sheet strength and make more sub- 
jective judgments such as on the 
quality of management. 

The Institute of Investment Man- 
agement and Research, the invest- 
ment analysts' industry body, is 
working on a report expected to 
produce a recommended method of 
producing a “normalised" eps figure 
showing what a company has 
earned from its continuing 
operations. Analysts could use this 
as a base for making earnings fore- 
casts. 

This method could become an 
industry standard, and companies 
might even come to produce an 
OMR eps figure. Meanwhile, many 
stockbroking firms are working on 
their own versions of normalised or 
ongoing eps figures. 

Mr David Gray, of brokers James 
Cupel, agrees that the p/e has in toe 
past been emphasised because it 
provides a simple message to put 
across to investors. He. like others, 
does not expect a move to a ratio 
based on cash flow, but says people 
will be pushed to use a wider range 
of yardsticks. 

At UBS Phillips & Drew, Mr Rich- 
ard Hannah agrees that the arrival 
of FRS 3 will “force analysis beyond 
the eps level". However, he is con- 
cerned that analysts may latch on 
to an “ongoing" p/e. 

That is likely to be a flattering 
number if losses from discontinued 
activities, for example, are 
excluded. And it is often a reflection 
on a company's management if a 
subsidiary has to be dosed, and rel- 
evant to its dividend paying ability 
if a loss on an investment has been 
sustained. 

If not dead, the p/e will at least be 
devalued with FRS 3, but that may 
not be a bad thing. 
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COMPANY NEWS: UK 


NHL to repay £120m 
bond issue on time 


By John Gapper, 

Banking Correspondent 

NATIONAL Home Loans, the 
centralised mortgage lender, 
yesterday signalled confidence 
in its prospects of recovery by 
announcing that It intended to 
repay £120.lm in D-Mark bond 
issues on time rather than 
rescheduling the debt. 

The shares firmed *.«p to 
SMp. 

The group said U had post- 
poned rescheduling offers to 
holders of £4&.4m of bonds due 
for payment on June 7, and 
£7l.7m of bonds due In mid- 
1995. 

It now intended to repay the 
debt rather than moving back 
the repayment dates to the 


end of 1995. 

The company said it had 
postponed plans to reschedule 
debt because of the "significant 
costs" of making exchange 
offers, and because improving 
prospects for the UK bousing 
market had made It more confi- 
dent of its own trading pros- 
pects. 

It added that its confidence 
had also been increased by the 
falls in sterling interest rates. 

Mr Jonathan Perry, chair- 
man, said the cost of exchang- 
ing the bonds, which trade on 
the Frankfurt exchange, 
included fees and commissions 
to exchange agents, higher 
interest rates on the bonds, 
and legal fees. 

The company, which had to 


reschedule on-balance sheet 
debt of £700m last June to keep 
trading, requires permission 
both from banks involved in 
the refinancing, and from hold- 
ers of £50m of dollar bonds 
already rescheduled to 1995. 

Mr Perry said that the banks 
had 30 days to respond to the 
request for consent. 

Dollar bond holders would be 
consulted at a meeting far 
which 21 days notice would be 
given. 

He said that if consent was 
not given, the company would 
have to return to its original 
plan to reschedule the D-Mark 
bonds. The company originally 
said it was confident that the 
D-Mark bonds would be res- 
cheduled by the end of 1992. 


Lloyds Abbey rises to £298m 


By John Authers 

LLOYDS ABBEY Life, the life assurance group, 
announced profits before tax of £297.6 m for 1992, 
a rise of 4.2 per cent on the previous year's 
£285 .5m, restated under new accounting stan- 
dards. 

The total dividend remains at 17 -3p via a pro- 
posed maintained final of lip, payable from 
earnings of 2Sp (29.lp) per share. 

Black Horse Financial Services, a "bankassur- 
ance" company which sells products only to 
customers of Lloyds Bank, registered a 23.5 per 
cent growth in pre-tax profits, from 289.5m to 
£1 10.5m. 

However, profits at Abbey Life, its other UK 
life assurance division which sells mostly 
through a direct sales force, rose by only 2.4 per 
cent to £146.4m (£I42.9m). 


Abbey Life's relatively poor performance was 
attributed to expenses of new regulatory 
requirements on training and competence, 
which led to a reduction in the sales force from 
3.507 to 3.200. 

Lloyds Bank Insurance Services, which sells 
general insurance, increased pre-tax profits by 
7.7 per cent to £5S.8m (£54.6m). 

Profits before tax at Lloyds Bowmaker, the 
finance company affected by a £i00.5m bad debt 
write-off, dropped from £22 .3m to £16.2m. Black 
Horse Agencies, the estate agency, saw losses 
reduced from £21.4m to £10.6m. 

The worst results were suffered by Trans 
Leben, the group’s German life subsidiary, 
which incurred a loss of £14.1m (profits of 
£7.5m). This reflected strict reserving require- 
ments for its “with-profits" business. 

See Lex 


Brooke Tool £2.4m disposal 


By Gary Evans 

BROOKE TOOL Engineering 
(Holdings) yesterday 
announced a further step in its 
programme of selling loss-mak- 
ing businesseswith the disposal 
of Cardinal Broach to manage- 
ment for £2.35m cash. 

At the same time, the com- 
pany reported a sharp increase 
in pre-tax losses, from £1.7m to 
£3.14m, for the 12 months to 
September 30. 

Turnover was lower at 
£l8.9m (£25.3m). Losses per 
share increased to 7.3p (3.3p) 
and the final dividend is omit- 
ted. Last year only a 0.25p 
interim was paid. 

Exceptional charges of 
£L24m (£811.000) included a 


£503.000 loss attributable to 
Cardinal Broach, which makes 
broaching tools and machines. 

The 1991 figures included an 
extraordinary loss of £403,000 
which has been restated as an 
exceptional item in line with 
new accounting standards. 

Mr Bernard Friend, chair- 
man, said that the exceptional 
covered measures to reduce 
the cost base and eliminate 
loss-making activities. They 
included redundancy payments 
and losses on disposals. 

A number of loss-makers 
were sold during the year, real- 
ising about £L4m. 

Cardinal Broach represents 
the group's last connection 
with the design and manufac- 
ture of capital equipment. Mr 


John Dashper, chief executive, 
said the sale would allow the 
group to redirect resources 
into its remaining businesses 
in domestic and export mar- 
kets - which are showing 
signs of improvement. It would 
also reduce group borrowings. 

Mr Friend said that poor 
trading and redundancy costs 
had kept borrowings at too 
high a level interest charges 
for the year took £811,000 
(£968,000). The first quarter of 
the current year had not 
shown any significant change 
in trading, but there were more 
recent signs of Improvement. 
Order books were stronger 
than at this time last year, par- 
ticularly in continental Europe 
and North America. 


Airtours 
resumes 
attack in 
Owners bid 

By Richard Gouriay 

AIRTOURS yesterday returned 
to the attack in its bid to take 
over Owners Abroad, arguing 
that shareholders in the rival 
holiday group have been given 
Inadequate explanations as to 
why their company has per- 
formed relatively so badly. 

In a letter to shareholders, 
Mr David Crossland, Airtours 
chairman, said that contrary 
to Owners Abroad’s claim that 
his company was "running oat 
of steam", Airtours' increases 
in bookings were gathering 
momentum. 

"The basic message' is the 
same," Mr Crossland said. 
"Airtours has performed over 
the years and Owners Abroad 
hasn't.” 

Mr Howard Klein, Owners 
Abroad chairman, replied by 
saying that in neither of Air- 
tours' two offer documents 
had it supplied a convincing 
explanation of the strategy for 
the enlarged group. 

Airtours had also tolled to 
quantify the benefits which it 
claimed would come from the 
merger of the two groups. 

Mr Crossland said that he 
was particularly upset by the 
claim that Airtours had cho- 
sen the wrong aircraft In the 
MD83. 

This older, but commercially 
proven, aircraft had been cho- 
sen because at the time the 
A320 had not been in opera- 
tion for more than 4,000 flying 
hours a year. 

Airtours had decided not to 
risk starring a new charter air- 
line with a new aircraft. 

Mr Crossland refuted Own- 
ers Abroad's claim that Air- 
tours' 30 per cent expansion in 
capacity in 1991 bad been 
“risky". Airtours had moved 
very rapidly - but according to 
a plan - in snapping up hotel 
beds and airline seats when 
ILG went bust 

As a result Airtours had 
been able approximately to 
double its market share, 
adding five percentage points 
to take It up to about 12 pec 
cent of the air inclusive tour 
market that year. Owners 
Abroad had only increased Its 
market share by one percent- 
age point in summer 1991. 

Mr Crossland said that while 
his company had increased its 
market capitalisation by 
£186m in the five years to last 
September, Owners Abroad's 
worth had shrunk. 


CONTRACTS & TENDERS 




Tender for the sale of the 

Aluminium Smelting Plant 

of Chemie AG Bitterfeld-Wolfen, 
Saxony Anhalt/ East Germany 


HogMuy 


saxomy- 

ANHALT 



The aluminium smelting plant of 
Chemie AG Bitterfeld-Wolfen is the 
only one of Its kind In eastern Germany. 

The production facilities and ware- 
housing are located on a site of 
23,500 sq.m, offering good transport 
links. A further 17,200 sq.m, of open 
spaces and buildings have been set 
aside for extensions to the plant. Both 
sites are part of the Bitterfeld-Wolfen 
industrial estate which is currently being 
developed and which has already 
attracted a number of leading Investors. 

The aluminium smelting plant currently 
has 146 employees making various 
aluminium alloys according to DIN 
1725/05 on a 24 hour shift system. 
Capacity utilization forthe three product 
types of aluminium granules, primary 
and secondary pig alloys averages 
85 per cent. 


Tender conditions 

1 . inacxordancxwttittslflg^rrurKlau.ffiBTrBuhanOanstBltlmmdsn 
seH Vie afaremendoned object by means of a tender. 

THis object to sou as asset Bids must ttwretors be tar total asset 
(bukflns equipment, and real estate). Inventory is eo be valued at Bi» 
Wne ot acquIsMan. 

2. Anyone Is eniHed to bid. 

3. In tteddtag among bUs. die Treuftandanssafr wfl take Into 
constoeratton. among other things, the bid price, the business plan 
submitted, promises to maintain or eras tie Jobs, and pledgee la Invest, 
each ot which wfl be considered part of the Hd. 

4. Interested partes are requested to perform their own research and 
can obtain tanner Mormatfan without charge from the Central Tender 
OfficeoftheTrauhandanstalL The TreuhandanstaltU not responsible 
fa* - the aeoeacy and completeness of this Information. Prospective 
bidders wfl receive written authorization from the Central Tends 
Office to vlsH ffieptonion the basts of which an endued parson wil 
arrange tar a guided visit. 

5. Ods are n be GUtartlted In a sealed Bnvfllape marked only with tho 
name of the plant, tar which fas bid Is submitted. 

e. Bds must be received at the TreuhandanscaR, Lelpzlger So. 5-7. 
01080 Barfn. Germany, no later than 2 p.m. (loert Qme), on 
May 4. 1993 (the "doalHgdete"). They wfl be opened tmmedtaftofy 
thereafter ki Re presence at a notary public. Bids must be In 
Deutsche Mark and shaS remain valid far ninety (BO) days after the 
dosing data 

7. EMs must be accompanied by a bond of five (5) percent ot the bid 
value In faetarniafanfaevocatte bank guaran tee vafid tar ninety (go] 
days after Sw doting data. The bid bond win be forfeited H the bidder 
either tefls to hold Its bkl open during the required period Of refuses 
wagnaoantraainaward a rtca withtettkl. 

6. Tire Treuhandanstaltwil decide on the bids within ninety (90) days 
after the doting date.Tha Treuhendanstan to nwtxxnd loaccepiaiy 
bid ana may accept a bW other than Dw Highest 

g. To tho extent that a previous owner has submitted a claim seeking 
return (fa wh«e or In pwt) of a plant, a sale wfil reqUra either the 
approval of the dahnaniandtar acentflcnaaf investment preference 
according to tho respective law (IrrWorGJ. 

Otflca hours forth* Central Tender Office ot the Tneuhandanslait 

are Monday through Friday (ram 9:00 im. unIB 4:00 pjji. flocaj 

time). 


For further free information (plant profiles, visit authorisation, etc.) please contact: 


Treuhandanstalt 

Central Tender Office 
Leipziger StraBe 5-7 
D-1080 Berlin/Germany 


Tei. +49-30-31541278 
Fax +49-30-31542644 
Telex 305141 thazd 


New York Office 
Tel.+1 -21 2-8884073 

Fax+ 1-21 2-8886090 
Tokyo Office 
Tel.+81 -3-35032901 
Fax+81 -3-35032902 


A downturn reaching to the core 

David Simon has had a baptism of fire at British Petroleum. 
Deborah Hargreaves reports on the expected losses 


B RITISH Petroleum will 
today report a loss for 
last year and a sharp 
cut iu its dividend as the com- 
pany has seen a downturn in 
ail of its main businesses. 

The decline in core activities, 
such as refining and market* 
mg, is even worse than can 
have been imagined by Mr 
David Simon, chief executive, 
when he took on the post after 
the ousting of Mr Bob Horton 
last June. 

BP is expected to report a 
Loss of between £350m and 
£400m on a replacement cost 
basis, which strips out the 
effects of stock losses and 
gains , but this figure could be 
clouded by changes in BP's 
accounting standards. 

investment analysts expect 
the company to pay a dividend 
of 2.lp for the final quarter, 
making a full year pay-out of 
10.5P - down from L6.8p in 
1991. 

The company is continuing 
its programme of severe cost- 
cutting set in train by Mr Hor- 
ton and stepped up by Mr 
Simon last August 
Mr Simon Is believed to have 


curtailed capital expenditure in 
the second half of last year 
even, more than he said he 
would as the scale of the 
downturn became clear to 
him. 

Mr Nick Clayton, oil analyst 
at Smith New Court, expects 
BP to show that It has cut capi- 
tal spending by £400m in the 
second half to leave a total 
of about £3.2bn for the full 
year. 

"The company is doing all 
the right things in cutting 
costs, but it is getting abso- 
lutely no help from the exter- 
nal environment,” said Mr 
Clayton. Severe over-capacity 
In the chemicals sector had 
turned that market into a 
"bloodbath". 

I n addition, over- production 
by European oil refineries 
has cut margins to a level 
of about $1 (Gflp) a barrel this 
week which means no compa- 
nies are making money. Oil 
companies need a margin of at 
least $3 a barrel to make a 
profit on refining. 

Crude oil prices have 
remained low and this hurts 


BP 
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BP which is more exposed to 
the oil price than rivals such 
as Royal Dutch ShelL 

One bright spot for the com- 
pany is the pound’s toll against 
the dollar, translating into 
higher revenues from crude oil 
sales. 

By the same token, BP's 
share price has performed 
strongly in the UK as US ana- 
lysts have started to buy the 
stock. 

A favourable exchange rate 
and the round of cost-cutting 


has turned into a slightly 
higher expected income for BP 
for the final quarter of last 
year in spite of the deteriorat- 
ing fundamentals. 

Analysts expect fourth quar- 
ter income to bo between 
£l50m and £200m on a replace- 
ment cost basis which is an 

improvement on the £72m 
earned in the last quarter of 
1991. 

H owever, few in the 
City expect the upturn 
to be sustained until 
there is a pick-up in the oil 
market. 

BP also faces initial costs for 
part of its restructuring pro- 
gramme, which aims to reduce 
the workforce by il per cent 
Redundancy payments could 
cost the company £300m in the 
next six months. 

Cash Is a key element for BP 
to get under control. Mr Clay- 
ton believes last year's results 
will point to a net outflow of 
£850m. 

Mr Simon cannot let up on 
bis cost-cutting initiative while 
the fundamentals of his busi- 
nesses remain so poor. 


Benson reaches £0.8m as growth continues 


By Paul Cheeseright, 

Midlands Correspondent 

GROWTH AT Benson Group, 
the Wolverhampton-based 
engineering company, contin- 
ued during its first half to 
November 30. 

Pre-tax profits jumped from 
£225,000 to £817,000 on turnover 


Share sale 
bolsters 
CH BaUey 

SALES OF investments, 
mainly the disposal of part of 
its stake in Bristol Channel 
Ship Repairers, produced a 
£ 1.24m credit for CH Bailey in 
the 28 weeks to October 9. The 
company returned to profit to 
the tune of £773,250. Sales rose 
some 12 per cent from £2.lm to 
£2J34m, but margins remained 
slim. The corresponding period 
saw a £305,600 loss. 

Mr Christopher Bailey, chair- 
man of both Bailey and Bristol 
Channel, in which CH Bailey 
retains an 8 per cent stake, 
also voiced his opposition to 
the Cardiff Bay barrage bilL 

He said that if the scheme, 
which is being considered in 
the House of Lords, was sanc- 
tioned it would make shipre- 
pairing at the Bute dry dock 
impossible. 

US growth 
lifts Elan 

Third quarter profits of Elan 
Corporation, the Irish health 
care products group, improved 
from I£3.06m to I£5.17m 
( £5 -38m) pre-tax. For the nine 
months to December 31, profits 
rose from l£8.58m to I£14.15m. 

Mr Donald E Panoz, chair- 
man, said the growth could be 


of £12.5tn (£4.35m). 

The profits growth marks an 
extension of last year’s second- 
half trend and follows the 
absorption of five acquisitions. 
New management arrived in 
1990 and undertook corporate 
surgery earlier in the recession 
than many of its peers. The 
group has disengaged from the 


difficult agricultural machin- 
ery markets. 

Margins have been main- 
tained at the levels of the last 
financial year In the three 
main lines of business - envi- 
ronmental controls, vehicle 
engineering and engineering 
components. "We have been 
determined not to enter the 


NEWS DIGEST 


attributed to the success of 
Cardizem CD In the US market. 

Although sales by Lederle of 
Prostep declined significantly 
in the US, that was partly off- 
set by Increased sales of the 
nicotine patch in international 
markets. 

Turnover improved from 
I£14.9m to I£23.4ra. Earnings 
per share rose to 0.15p <0.lpV 

Elbief deficit 
up to £244,000 

Shares of Elbief yesterday fell 
5p to 2ip as the Birmingham- 
based manufacturer of photo- 
graph frames, clocks and mir- 
rors accompanied news of an 
increased interim deficit with a 
gloomy trading statement 

Losses before tax for the six 
months to October 31 increased 
to £244,000 (£57,000). Mr Harry 
Prals, chairman, said: “Over- 
heads were pruned severely 
and employee numbers were 
drastically reduced, but this 
was negated by lower sales." 
Turnover declined 17 per cent 
to £1.9m. 

Mr Prais said he saw little 
sign of an end to recession and 
did not anticipate a return to 
profits in the current year. 

Losses per share were 0.2p 
(0.04p). 

Throgmorton 1000 
net asset value falls 

In its first set of results, Throg- 
morton 1000 Smallest Compa- 


nies Trust reported net asset 
value per share of 9&84p at the 
end of the half-year to Decem- 
ber 31. 

This compared with 99.4p at 
launch and lO&Slp by January 
31 1993. 

The company was incorpo- 
rated on April 6 last year, but 
did not begin trading until 
July 23, the day after acquiring 
Throgmorton USM- 

Gross -income amounted to 
£803,000 and net revenue was 
£452,000. Earnings per shore 
came through at 1.34p. The 
board expects to recommend a 
dividend for the current year. 

Throgmorton said it had 
Identified positive sentiment 
towards small companies and 
it hoped this would benefit the 
second half. 

Saints net asset 
value up 16% 

Net asset value of Scottish 
American Investment rose 
some 16 per cent, from 131.7p 
to I52.2p, during 1992. 

Attributable revenue for the 
year amounted to £l0.6m 
(£9.7 lm), equivalent to earn- 
ings of 4.73p (<L34p) per share. 
A proposed final distribution of 
1-Up brings the total to <L35p 
(4.l2p). 

Kleinwort Overseas 
net asset value rises 

Kleinwort Overseas Invest- 
ment Trust had a net asset 


fray of reducing prices.” said 
Mr Richard Phillips, chairman. 

Earnings per share were 
0.55p (0.39p) and the interim 
dividend is restored with a 
payment of O.ip. For 1991-92, 
Benson paid a final, also of 
0.1p. 

Gearing rose from 30 to 50 
per cent during the six months. 


value of 221.6‘lp at December 
31, compared with a value of 
I85.39p some 12 months 
earlier. 

Net revenue increased from 
£2. 68m to £2.84 m. This pro- 
duced earnings per share of 
354p (3.34p). 

The proposed final dividend 
is lifted to i.8p, bringing the 
total to 3.3p (3.2p). 

Fleming Enterprise 
asset value ahead 

Fleming Enterprise Investment 
Trust had a net asset of I70.7p 
at December 31 1992. 

This compared with 159.6p a 
year earlier. 

Net revenue for the half year 
was sharply lower at £734,000 
(£l.l2m). 

Earnings per share dipped 
from 2.79p to l£3p. 

The interim dividend is 
maintained at 1.3p. 

Caledonia required 
to buy Ralston assets 

The Liquidators of Ralston 
Investment Trust have exer- 
cised their option to 
require Caledonia Investments, 
which owns 75 per cent of the 
trust, to acquire some of its 
assets. 

The net asset value of Ral- 
ston was £l5.7m. 

There will be a cash distribu- 
tion of 65.4p per share to share- 
holders other than Caledonia 
on February li. 
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T/ws advertisement is issued in compliance with the requirements of the London Stock Exchange. 
It does not constitute an invitation to the public to subscribe for, or purchase, any shares. 
Application has been made to the London Stock Exchange for admission of the undermentioned 
securities to the Official List 


***** 

(incorporated in England and Wales registered number 742748) 

Placing with Open Offer to shareholders 
of 50,599,350 6.375p (net) convertible 
cu m ulative preference shares of 2 Op each 


Mrtours pic is a vertically integrated holiday group comprising a tour operator, a 
charter airline and a retail travel agency chain. 

Copies of the listing particulars will be available for collection during normal 
business hours between 12 February and 15 February 1993 from the Company 
Announcements Office, the London Stock Exchange, London Stock Exchange 
Tower, Capel Court Entrance, off Bartholomew Lane, London EC2 (by collection 
only) and on any weekday (Saturdays and Public Holidays excepted) up to and 
including 25 February 1993 from Airtours pic. Wave II House, Holcombe Road, 
Helmshore, Rossendale, Lancashire BB4 4NB and from: 

Barclays de Zoete Wedd Limited The British Linen Bank Limited 

Ebbgate House 8 Frederick’s Place 

2 Swan Lane London 

n«n* B ™“ T 

de Zoete & Bevan Limited 
Ebbgate House 
2 Swan Lane 
London 
EC4R3TS 

11 Februaiy 1993 


The Directors of Airtours pic accept responsibility for the information set out in this advertisement To 
the bat of the knowledge and belief of the Directors of Airtours pic (who have taken all reasonable core, 
to ensure that such is the case) the information contained in this advertisement is in accordance with 
the facts and does not omit anything likely ta affect the impart of such information. 




Chinese mount reverse 
takeover of Stonehill 


By Paul Taylor 

A PRIVATE Chinese-based 
property development com- 
pany is coming to the London 
market through a £5i.7m 
reverse takeover of Stonehill 
Holdings, the UK property 
management group which 
owns and manages Stonehill 
Business Park in north Lon- 
don. 

Under the terms of the agree- 
ment, Stonehill will acquire 
Cathay International United 
Investments for £5L7m in new 
paper from Cathay Interna- 
tional Investment, a company 
set up in 198a and owned by Mr 
Wu Zhen Tao, a former Beijing 
government official. 

Of the 517m new Stonehill 
shares which cn will receive, 
U7ra will be placed with insti- 
tutional and corporate inves- 
tors in China, Hong Kong and 
the UK by Marshall Securities. 

Stonehill, a furniture manu- 


facturer until the late lfiSOs, 
has a market capitalisation of 
£2Jlm and posted a reduced 
pre-tax loss of £170,000 
(£290,000) in the six months to 
September 30. 

The group's shares were 
suspended at its request early 
last month at lip apiece. 

Once the acquisition is com- 
pleted Stonehill will become a 
subsidiary of CU with Mr Wu, 
who was born and educated in 
Belling and has held a number 
of important positions in gov- 
ernment scientific and finan- 
cial Institutions in China, as 
chief executive. 

The company then plans a 
2-for-l rights issue of 42m 
shares to raise £4 .2m which 
will be used to reduce borrow- 
ings and provide working capi- 
tal for the new enlarged group. 

In addition CU wifi make a 
general offer for the gyrating 
Zlm shares to satisfy the City 
Code on takeovers and merg- 


ers. The transactions have 
been arranged so that CD will 
own not less than 69 per cent 
and not more than 74.3 per 
cent of the enlarged group. 

CRTs main asset Is the 346- 
room Landmark Hotel in Shen- 
zhen, China, which represents 
the final phase of a mixed 
housing, retail and commercial 
development undertaken by 
CIU. 

The hotel is due to open In 
June and will be managed 
under contract by a Joint veu 
tore company between CD and 
the Hong Kong-based Koppen 
Yan Zimmermmann group. 

Mr James Buchanan, Stone- 
hill’s chairman, said the dea l 
will enable the enlarged group 
to pursue property opportune 
ties in both China and the UK. 

Despite closing its furniture 
operations the UK group has 
remained highly geared and 
loss-making and Tma lacked the 
resources to expand. 


PPI administrators begin 
proceedings against Citibank 


By Paul Taylor 

THE ADMINISTRATORS of 
Polly Peck International, the 
collapsed fruit and electronics 
group, began High Court pro- 
ceedings in London yesterday 
against Citibank in an attempt 
to recover some £75m of miss- 
ing funds. 

The suit also names the New 
York-based banking group's 
Swiss banking subsidiary mid 
Confidas Finance et Placement, 
a Luxembourg-based associate 
which provides the bank’s cus- 


tomers with fiduciary and trust 
services. 

The proceedings relate to 
about £75m of the £37 lm in 
Polly Peck funds which the 
company’s administrators con- 
tend were misappropriated by 
Mr Asil Nadir, Polly Peck’s for- 
mer chairman and chief execu- 
tive. Civil and criminal pro- 
ceedings are already under 
way against Mr Nadir. 

According to the administra- 
tors the £7Sm was transferred 
from Citibank in London to 
Zurich where it was used by 


Mr Nadir for personal pur- 
poses. They also claim that “a 
substantial part” of the £75m 
was paid out through a web of 
offshore companies provided 
and managed for Mr Nadir by 
Confidas Finance. 

The administrators, led in 
this action by Mr Christopher 
Morris of Touche Ross, claim 
that Citibank and the other 
defendants are liable because 
they knew or ought to have 
known of Mr Nadir's fraud. 

Citibank said the suit would 
be “vigorously defended” 


New Schroder 
£50m split trust 

Schroder Investment 
Management yesterday 
launched a new investment 
trust, the Schroder Split Trust, 
writes John Authers. 

Schroders Is hoping to raise 
£50m from the launch, which 
is aimed at retail investors 
and brokers. The trust, which 
has a planned life of some nine 
years, has not been pre-placed 
With. Institutions. 

The share structure includes 
income, capital and zero divi- 
dend preference shares. 
Income shares are priced at 
lOOp and capital at 20p. The 
zero dividend preference 
shares, priced at lOOp, have 
first call on the fund’s assets, 
and carry a final capital enti- 
tlement of 203p on January 31 
2002. 


Gillette wins clearance 
from trade secretary for 
£285m Parker Pen bid 


By Guy da Jonquteres, 
Consumer Industries Editor 

THE £285m bid for Parker Fen 
by Gillette, the US shaving and 
toiletries manufacturer, was 
cleared yesterday by Mr Mich- 
ael Heseltine, trade and indus- 
try secretary, after a Monopo- 
lies and Mergers Commission 
inquiry found that the deal 
would not operate against the 
public Interest 
According to the MMC, Par- 
ker supplies about half the 
value of UK sales of reflilahle 
pens, while the Waterman and 
Paper Mate brands, which Gil- 


lette already owns, account for 
a further 7 per cent 

The MMC found that any 
attempt to exploit its position 
in the retail market would be 
constrained by numerous com- 
petitors and the bargaining 
power of larger retailers. 

The MMC was concerned 
that consumers could be mis- 
led by retailers' use of staff 
deployed by suppliers but not 
identified as such. Mr Hes- 
eltine said the Office of Fair 
Trading would investigate. 

The proposed Parker acquisi- 
tion, agreed in September, is 
still being studied in the US. 


Simon 
shares fall 
on contract 
warning 

By Peter Pearse 

THE SHARE price of Simon 
Engineering fell 20p to 119p 
yesterday on news that it 
would make a £5m loss on a 
6103m (£6S.2m) contract 

Analysts yesterday lowered 
their forecasts for the 
engineering, environmental 
and industrial services group 
from between £10m and £L2m 
to between £6m and £7m. 

They also believe the final 
dividend will be passed, giving 
a total of 5p. down from last 
time's I5.7p. 

Management was criticised 
because this was not the first 
time Simon had suffered cost 
over-runs on a paper mill 
contract The latest problems 
relate to a contract to rebuild 
the world's largest liner board 
paper mill in Jacksonville, 
Florida, for Seminole Kraft 
an arm of Stone Corporation. 

On the previous occasion. 
Stone was also the client 
though Mr Alan Jarvis, 

Simon’s finance director, said 
the group took over the Hoya 
contract in Germany when 
it acquired Holder Pamac 
Group In 1989. 

On the Jacksonville 
contract Mr Jarvis said: “We 
felt we had done all we could 
do to avoid this situation," 
though he conceded that It 
had been “poorly costed” and 
was taken on a tight margin 
as a reference plant 
He added that Simon had 
lodged a “substantial” claim 
with Stone over “unagreed 
contract variations" where 
specifications had been altered 
during the course of the work. 
He said that “substantial” 
meant more than 10 per emit 
of the value of the contract 
and that the two companies 
were currently in negotiations 
over the claim. 

Mr Jarvis said that as soon 
as a loss on a contract was 
recognised, it had to be 
written off, though he stressed 
that Simon was “not in danger 
of breathing its interest cover 
covenant, or indeed any of its 
banking covenants”. 

Simon was keen to point 
out that the £260m electronic 
equipment factory contract 
in Yerevan, Arm rate, had been 
completed “successfully, 
profitably and to budget". 


Correction 

AUied-Lyons 

Anied-Lyons* pre-tax profit for 
its 1991-82 financial year was 
£610m, a rise of 28 per cent on 
the previous year. Yesterday's 
FT 500 survey wrongly indi- 
cated a profits decline. 


NEWS IN BRIEF 


VSMO has signed contracts 
r the sale of gas from the 
adanwari field with the gov- 
nment of Pakistan and the 
li Southern Gas Company 
SGC). Gas will be processed 
i site and sold under a 15- 
tar contract to SSGC. The 
»ld is due on stream in 1995 
td is expected to meet about 
per cent of Pakistan’s cur- 
st gas consumption. 

ADDOX GROUP has 
tquired the principal assets 
id goodwill of Coventry-based 
jmputer Profiles and Soft- 
are Profiles for £150,000 cash 
id the assumption of certain 


obligations to a ma x imum 
£50,000. Net assets of the 
two companies amounted to 
some £100,000 at December 31 
1992. 

ROSS GROUP has subscribed a 
nominal sum for 49 per cent of 
Alteross, a new company regis- 
tered in Hong Kong and 51 per 
cent owned by Alfa Technol- 
ogy. 

SALE TILNEY subsidiary 
Spray bake has been, sold by the 
Joint receiver to FKI. Spray- 
bake employs 89 staff making 
paint spraying booths for 
the motor and industrial mark- 
ets. 


dividends announced 
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Legacy of a laid-back American 

Neil Buckley on the leaner Storehouse left by its departing chief 
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David Dworitin: bad planned to stay another year, bat Carter Hawley Hale’s call was too tempting 


T HE DAY after his 
appointment as head of 
one of the largest 
department store chains in the 
US, Mr David Dworitin still 
lives up to his laid-back image. 

He is toying witb a late 
lunch of baked potato, beans 
and coleslaw at his desk, after 
a work-out at the gym. 

But if exercise and healthy 
eating have helped Mr Dwor- 
kin shed quite a few pounds 
since he arrived from the US 
three years' ago to bead BhS, 
the department store chain, a 
similar transformation has 
taken place at that company 
and the parent Storehouse 
group which he took over last 
summer. 

Mr Dworkin characterises 
the change thus. Storehouse 
when he arrived was “amor- 
phous, and a bit chaotic. It was 
non-symmetrical, a portfolio of 
non-reteted business entities.” 

Today, it is “unified, focused, 
with the same philosophies 
governing the businesses.” 

The City seems to agree with 
him, and credits him with the 
transformation. 

Storehouse shares, which hit 
a low of 85p in December 1991, 
recently touched 219p. In the 
last two days, the jitters 
caused by the news of bis 
departure have knocked almost 
10 per cent off the shares, 
although analysts say the reac- 
tion may be overdone. Mr 
Dworitin, they say, has made 
the fundamental rfmng gs that 
were required, and set the com- 
pany back on coarse. 

The 49-year-old American 
has sometimes been ruthless. 
To cut costs, he sacked 900 peo- 
ple, and got rid of the “legions 
and layers, all the fluff and the 
nonsense.” removing four lay- 
ers of management 
Some functions were con- 
tracted out old stock was sold 
off cheaply, and the image of 
BhS was rethought with better 
use made of displays and 
space, and brighter stores. 

There were mistakes, but the 
strategy worked. Year-on-year 
sales increases have run at 


about 8 per cent for the last 16 
months, and margins have also 
improved. 

Last summer, Mr Dworkin 
rose to head the Storehouse 
group. Officially, this was due 
to the failure of then chief 
executive Mr Michael Julien to 
throw off a lingering virus, but 
some accounts suggest Mr 
Dworkin may have been 
threatening a return to the US 
even then. 

The slimming down of the 
business continued. The Habi- 
tat and Richards chains were 
sold, leaving Storehouse 
focused on BhS and Mother- 
care. 

Mr Dworkin appointed Ms 
Ann Iverson, a colleague from 
his days at Bonwit Teller, the 
US stores group, to head 
Mothercare and introduce BhS- 
style reforms. 

The process is far from com- 
plete. Mr Dworitin claims that 
while Storehouse's total floor- 
space is 7m sq ft, 3.6m of which 
is selling space, lm sq ft are 
“fallow”, waiting to be “recap- 
tured” for trading. 


He planned to stay at least 
another year. But two weeks' 
ago the call came from Carter 
Hawley Hale. 

The stores chain, based in 
the western US, had been 
Looking for a new chief execu- 
tive since last October. It was 
too tempting to refuse. 

“The set of circumstances 
that appealed to me when I 
arrived here exist at Carter 
Hawley,” Mr Dworkin says. 
“It's the thrill, the challenge, 
the excitement of having some- 
thing major to accomplish. It is 
a bit of an ego thing.” 

There were also family rea- 
sons. Mr Dworkin wanted to be 
reunited with his two daugh- 
ters in the US. 

Carter Hawley’s 83 depart- 
ment stores sell fashions to 
furniture and household goods, 
under the names The Broad- 
way, The Broadway Southw- 
est, Emporium and Weiti- 
stocks. 

The Broadway name, Mr 
Dworitin says, enjoys a similar 
reputation In California to 
Marks and Spencer in the UK. 


Rising debts, however, led 
the group to seek chapter ll 
bankruptcy protection in 1991. 
It began to reorganise and slim 
down, and emerged from chap- 
ter 11 last October with 16m sq 
ft of selling space, including 
many prime locations. 

The group is already profit- 
able and lias a high turnover, 
but is rudderless. 

“$2bn sales a year without a 
game plan is a lot of business,” 
remarks Mr Dworkin. He sees 
his role as similar to that at 
Storehouse; providing leader 
ship, removing the fat and 
devising a strategy. 

Storehouse, meanwhile, is 
looking in both the UK and the 
US tor a replacement. It is 
stressing the need for continu- 
ity, but says the new chief is 
likely to come from outside the 
group. 

Mr Dworkin looks back with 
some satisfaction. “I would be 
less than honest if I said I 
wasn’t proud. How many man- 
agements tried to turn around 
BhS? It was supposed to be the 
poison pill” 



Commercial Union 


TWELVE MONTHS' REVIEW AND RIGHTS ISSUE 


A year of substantial progress 


★ Improvement of £100m in 
the operating profit before 
taxation. 


★ New life premiums increased 
by 46% with good growth from 
all territories. 


★ Strong premium growth in 
United Kingdom general 
insurance as conditions 
improved. 

★ Shareholders' funds £l,501m. 


★ Dividend for the full year 
increased by 3% to 24.35p. 


★ The Group has announced a rights issue to raise £428m 
to enable it to take full advantage of opportunities for 
profitable growth in life and general markets. 


HIGHLIGHTS 

• 


Total premium income 

12 months 
1992 
Unaudited 

£5,572m 

12 months 
1991 
Audited 

£4,10701 

Operating profit/(loss) before taxation 

£31.4m 

£(68.6)m 

Profit/(loss) attributable to shareholders ( note 

£236.1m 

£(15.5)m 

Operating profit/ (loss) per share 

4.0p 

(15.0)p 

Dividend per share 

24.35p 

23.65p 

Shareholders' funds 

£1,50101 

£1,21 Om 


Note: Profit attributable to shareholders includes realised investment gains after taxation of £213.2jii (1991 gains C49.8m). 
Substantial gains were realised in the second quarter on investments in the United Kingdom, including certain investments held 
for the longer term. The proceeds from these nal&itbns were reinvested so thal the composition of the Group's investment portfolio 
teas left substantially unchanged but at a rebased cost. These actions had no material effect on overall sltarehalders' funds. 

The proposed firialdividendoflS.lOppershare (1991 14.40p) will be paid on 17 May 1993 to shareholders on the register 
at the dose of business on 11 March 1993. The proposed final dividend will cost £67 5m (1991 £63 .3ml. Shareholders will 
be offered the choice of receiving fully paid ordinary shares, rather than cash, in respect of ail or part of the final 
dividend. Details will be circulated to shareholders on 26 March 1993. The new ordinary shares in respect of the rights 
issue will participate in all future dividends; they will not, however, rank for this final dividend. 

This announcement does not constitute full Group accounts for the year. Copies of the full Group accounts, which have 
not yet been reported on by the auditors, will be circulated to shareholders on 26 March 1993 and delivered to the 
Registrar of Companies after approval at the Annual General Meeting which will be hdd on 20 April 1993. Members of 
the public may obtain copies of the accounts after 26 March from Commercial Union pic. Shareholder Relations Service, 
SL Helen's, 1 Undersha/t, London EC3P 3DQ (telephone 071-283 7500 ext 28866). 
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COMMODITIES AND AGRICULTURE 


Kuwait claims big 
oil production rise 


Aluminium flood rings alarm bells in CIS 

soared shortages have appeared at home, writes Kenneth Gooding 



By Mark Nicholson In Cairo 

KUWAIT'S OIL production has 
leapt by 210,000 barrels a day 
in the past few weeks to L98m 
barrels a day, according to Mr 
All al-Baghli, the country's ail 
minister, who said any cut 
from that level would be ‘‘pain- 
ful". 

The minister, quoted in 
Kuwait's al-Anba newspaper, 
denied that the recent rise in 
production had contributed to 
slippage in the oil price and 
said Kuwait would discuss the 
proposals for the Organisation 
of Petroleum Exporting Coun- 
tries to cut output during this 
weekend’s meeting “with 
understanding and reason". 

But the minister's comment 
that “a reduction would be 
painful for us" signals 
Kuwait's determination to 
retain output at levels as near 
present production as possible 
and resist pressure from fellow 
Opec members to subscribe to 
3 ceiling much below 2m b/d. 

For the last Opec agreement 
in November Kuwait under- 
took to produce 1.5m b/d and 
raise production only as mar- 
ket conditions allowed. Yester- 
day's figures, however, are 
well ahead of the oil ministry's 
previously stated targets for 
1993, which put output at lJB5m 
b/d in the second quarter, 
2.05m in the third and 2.15m b / 
d in the fourth. Kuwait's pre- 
Culf war quota was 1.5m b/d, 
but it was lifting at least 2m b / 


By Frances Williams In 
Geneva 

LATIN AMERICAN banana 
producers yesterday stepped 
up their fight against the Euro- 
pean Community’s present and 
future banana import policies 
within the General Agreement 
on Tariffs and Trade. 

The body's governing council 
agreed to set up an indepen- 
dent disputes panel to examine 
whether the existing restraints 
on imports of “dollar” bananas 
operated by five EC member 
states breach international 
trade rules. The panel will 
report by the beginning of 
May, under expedited proce- 
dures following the breakdown 
of talks under the “good 
offices" of Mr Arthur DunkeL 
the Gatt director-general 

Meanwhile, the five banana 
producers involved - Colombia, 
Costa Rica, Guatemala, Nicara- 
gua and Venezuela - have 
served notice that they will 
challenge in Gatt proposals for 
an EC-wide banana import 
regime, which are due to come 
into force on July 1. They 
claim the measures will cost 
them Slbn in lost export earn- 


d before the invasion. 

Industry analysts viewed Mr 
al-Baghli's figures with some 
scepticism, suggesting that 
Kuwait's output was likely to 
be nearer the l.778m b/d he 
announced in late January. “A 
figure of nearly 2m is a bit of 
posturing," said Mr Fareed 
Mohammedi, an analyst with 
Petroleum Finance Company 
in Washington. "The issue is 
where Kuwait is going to cut 
from, and they don't want to 
cut from 1.5m b/d, they want to 
cut from L9m b/d." 

Last month's tour among 
Opec members by Mr Alirio 
Parra, the cartel's president, 
produced broad agreement, 
between Iran and Saudi Arabia 
in particular, that the organi- 
sation should seek to trim at 
least lm b/d from its overall 
output to support prices, with 
the Saudis suggesting that the 
cuts should be pro-rata from 
all producers. 

Mr Gholamreza Agazadeh, 
Iran’s oil minister, was quoted 
yesterday on Tehran Radio as 
saying that the cut should be 
from Opec's nominal, but 
abused, ceiling of 2458m b/d 
reached at its last meeting in 
November to Z3.5m b/d. But he 
said that such a cut would 
merely sustain prices at pres- 
ent levels and that he would 
enter this weekend's meeting 
calling for a cut of more than 
lm b/d. Most industry figures 
put Opec's actual present pro- 
duction at more than 25m b/d. 


ings over the next two years. 

The proposals, approved by 
EC ministers last December 
but still to be confirmed, would 
impose a prohibitive tariff on 
imports of dollar bananas 
beyond a 2m tonne quota while 
allowing unrestricted duty-free 
imports from higher-cost Carib- 
bean suppliers with EC treaty 
ties. Latin American banana 
exports to the Community 
have expanded rapidly in 
recent years, rising to about 
2.6m tonnes in 1992. 

By the time the report of the 
panel set up yesterday has 
been adopted by the Gatt coun- 


Price rise 
for rough 
diamonds 

By Kenneth Gooding, 

Mining Correspondent 

ROUGH DIAMOND prices are 
going up for the first time In 
nearly three years. De Beers, 
the South African group that 
controls about 80 per cent of 
the rough (uncut) diamond 
market, announced yesterday 
that It would be chang in g its 
prices and assortments from 
next Monday to produce au 
overall increase of 1J5 per 
cent 

Analysts suggest that this Is 
another sign that De Beers has 
regained control ova the mar- 
ket after a year when its grip 
seemed threatened by deep 
recession in many industria- 
lised countries and an upsurge 
in smuggling out of Angola. 

Last autumn the group told 
producers to cut agreed deliv- 
eries by 25 per cent as it strug^ 
gled to bring supply and 
demand back into balance. 

De Beers’ London-based Cen- 
tral Selling Organisation said 
yesterday demand for particu- 
lar categories of rough stones 
had recently been strong. “We 
think this will be sustained 
the market can absorb the 
price increase relatively eas- 
ily." 

Mr Mtrhflpl Coulson, analyst 
at Credit Lyonnaise Lalng, 
suggested: “The crisis has 
passed for the diamond market 
for the moment De Beers obvi- 
ously thinks the market haw 
tuned for the bettor. 


cil the new Community rules 
may have already superseded 
the patchwork of restrictions 
now operated by Britain, 
France, Spain, Portugal and 
Greece. But the Latin Ameri- 
can producers believe that a 
May panel verdict in their 
favour would help clear a legal 
pathway for a similar verdict 
later on the new measures. 
These, they allege, violate 
existing Gatt obligations, run 
counter to draft rules on farm 
trade under negotiation in the 
Uruguay Round of global trade 
talks, and threaten them with 
economic devastation. 


As exports have 

M R KARL WOBBE 
admits he seriously 
underestimated the 
ability of the Russian alumin- 
ium industry to keep produc- 
tion going against all the odds. 
“At the begining of 1992 I 
thought their Industry would 
collapse because of raw materi- 
als shortages," he recalls. 
Instead, the smelters in the 
Commonwealth of Independent 
States are estimated to have 
produced about 3.1m tonnes of 
the metal last year, close to the 
industry’s capacity of between 
35m arid 3.6m tonnes. 

Much of that aluminium 
poured into western Europe, 
the nearest big consuming 
market, where it was paid for 
in currencies much more sta- 
ble and desirable than the rou- 
ble. 

That produced shortages in 
the CIS itself, even though the 
chaotic conditions there cut 
demand for aluminium sub- 
stantially. For example, fish 
canning industries In Russia 
and tha Ukraine were particu- 
larly vocal about aluminium 
shortages - among other 
things, the metal is used for 
nanning caviar. 

So both the European indus- 
try and the CIS authorities 
have good cause for concern 
about the continuing high level 
of aluminium exports. 

Mr Wobbe, management 
board director responsible for 
aluminium production at VAW 
of Germany, says that during a 
recent visit to the CIS: “We got 
the feeling that the Russian 
aluminium industry wants to 
contact the European industry 
to find ways of improving the 
situation. They understand 
that most [west European] 
smelters are not making 
money. I feel they are now 
more willing to take part in 
discussions”. 

The question remains, how- 
ever, who will do the talking 
for the CIS industry? 

There is a great struggle 
going on about who should 
have control of the industry 
and take important decisions 
on its behalf. Much of CIS alu- 
minium production has been 
controlled for the past two 
years by Conce malumini but 
that organisation now has a 


By Bernard Simon In Toronto 

THE INTERNATIONAL grain 
subsidy war has taken a 
strange twist with US farmers 
pressing for action against 
Canada's fast-rising share of 
the US domestic market for 
durum wheat 

Several US senators have 
threatened retaliatory action 
against Canada after a bilat- 
eral panel set up under the 


tarnished Imag e, having failed 

to provide the hoped-for invest- 
ment for modernisation. Now 
the power seems to be switch- 
ing to a new Russian state 
organisation: the Committee 
for Metallurgy. This body has 
its own Committee for Alumin- 
ium with Mr Gregory Maslov 
at its bead. Mr Maslov there- 
fore seems likely to emerge as 
the most powerful individual 
in the CIS aluminium industry. 

However, the recent turmoil 
has given individual smelter 
managers much more power - 
simply because they have the 
metal and the money it pro- 
duces. And smelter managers 
are already at odds with the 
new state organisation about 
the terms for privatising the 
aluminium industry. They 
want 51 per cent of the shares 
in each smelter to be distrib- 
uted to employees, 25 per cent 
to the local authority and 24 
per cent to the state body. Mr 
Maslov and his committee 
want 51 per cent, leaving 25 per 
cent for local authorities and 
only 24 per cent for employees. 
The Russian parliament will 
decide this contentious issue in 
AprlL 

Meanwhile, Russia has sig- 
nalled that it wishes to cut alu- 
minium exports by raising tar- 
iffs steeply this year. 
Compared with tariffs of Ecu50 
(£41) a tonne in place at the 


1989 free trade agreement ruled 
this week that pricing methods 
used by the Canadian Wheat 
Board were acceptable pending 
review by an independent audi- 
tor. 

Senator Max Baucus of Mon- 
tana has introduced a Bill that 
would give Washington author- 
ity to impose special tariffs on 
Canadian wheat and require 
extra paperwork from import- 
ers. 


end of 1992, the tariff for 
exports of primary aluminium 
has been lifted to Ecul30 a 
tonne and that for metal used 
in barter deals is up to Ecu205- 
To dose a loophole that has 
allowed large quantities of 
metal - not just alnmltrinTn - 
to be exported under the guise 
of “scrap”, the tariff on alumin- 
ium scrap has been bumped up 
to Ecu460 a tonne. 

M ore aluminium is 
being shipped out to 
the US and Asia 
rather than Europe but, even 
though US import duties have 
been removed and the metal 
attracts a 6 per cent duty when 
entering the European Com- 
munity area, the Russians say 
it is stQl cheaper to deliver to 
Europe and the London Metal 
Exchange. 

In spite of the Russian 
efforts, European aluminium 
producers seem to have lost 
patience and are urging the 
European Commission to take 
action soon. 

Mr Dick Dermer, president of 
the the European Alu minium 
Association, says that the mar- 
ket is being seriously distorted 
by CIS exports, which are 
“endangering the viability of 
the European aluminium 
industry. 

“The European Community 
primary aluminium industry 


US imports of durum from 
Canada soared to 225,000 
tonnes in the final four months 
of last year, making it Cana- 
da's second biggest customer 
after India. Canada exported 
virtually no durum, which is 
used mainly for pasta, to the 
US before 1990; now it has 
about a quarter of the market 
The cut-throat price war in 
offshore markets has made the 
unsubsidised US domestic mar- 


has for the past two years been 
operating at a loss as a direct 
result of the distortion in the 
al uminium market created by 
the dramatic and unexpected 
increase In exports from the 
CIS since 199a” he suggests. 

FDs association started moni- 
toring imports at the begining 
of 1992 and estimates that 

500.000 tonnes of CIS alumin- 
ium reached the EC last year, 
up from 450,000 tonnes in 1991 
and an average of about 82,000 
tonnes a year before 1990. 

The European producers say 
CIS imports have depressed 
aluminium prices on the Lon- 
don Metal Exchange - the 
most widely-used guide to 
world prices - and forced the 
European industry to make 
expensive production cuts. 
Europe accounts for about 25 
per cent of world aluminium 
supply but is making a dispro- 
portionately Large sacrifice as 
the industry cuts back because 
or low prices - 80 per cent of 
the 1.1m tonnes of world capac- 
ity that has been shut down is 
in Europe. 

Mr Dermer says “the indus- 
try has no other option than to 
demand that the European 
Commission installs a transi- 
tional period of safeguard mea- 
sures with regard to alumin- 
ium from the CIS”. 

He will given no details but 
other European executives say 
the industry wants the com- 
mission to limi t CIS imports to 

82.000 tonnes a year, the “nor- 
mal” level before the surge in 
1990, and it wants those quotas 
to include secondary (scrap) 
metaL Once that protection is 
in place, the EC authorities 
should jointly discuss how CIS 
producers could be helped "to 
adjust their sales and pricing 
policy to the market economy 
rules and mechanisms." says 
Mr Dermer 

The EC should help the CIS 
to stimulate a revival of its 
domestic al umini um consump- 
tion, to rationalise and mod- 
ernise existing facilities and to 
develop a workable legal sys- 
tem. “The community's pri- 
mary aluminium Industry is 
willing to assist in that pro- 
cess.” he adds. 

However, these proposals do 
not go unchallenged. Mr Tony 


ket one of the most lucrative 
for Canadian exporters. 

For example, Washington 
last year provided a US$40 per 
tonne bonus under its Export 
Enhancement Program for a 
shipment to Algeria, which has 
traditionally been among Cana- 
da’s biggest durum customers. 
The Algerians paid about $110 
per tonne Lo.b., compared with 
the US domestic price of $150. 

A Canadian Wheat Board 


Bird of the Anthony Bird Asso- 
ciates consultancy group, sug- 
gests that, not only would a 
quota system probably be ille- 
gal (Russia cannot be accused 
of dumping because its produc- 
tion costs are the lowest in the 
world and it is not selling alu- 
minium at a higher price in its 
domestic market than in the 
west) neither would it work. 

Mr Bird says: “Aluminium is 
a commodity. Russian alumin- 
ium is almost the same as any- 
body else’s aluminium. The 
market for aluminium does not 
work in the same way as the 
market for cars or photocopi- 
ers. If it is displaced from one 
market, it can flow easily into 
another. So, if CIS metal Is not 
allowed to enter the EC. it can 
instead be sold in a third coun- 
try, which will then ship its 
own metal to the EC to com- 
pensate.'' 

VAWs Mr Wobbe says CIS 
producers are keen to modern- 
ise their smelters but they 
want to pay back loans with 
the alu minium produced and 
banks are very reluctant to 
provide any cash while alumin- 
ium prices are as low as they 
are today. 

VAW is working on a feasi- 
bility study for the modernisa- 
tion of the Novokuznetsk 
smelter in Siberia. A new facil- 
ity would be built alongside 
the existing smelter, which 
would be closed only once the 
new one was ready. This would 
boost output from 180.000 to 

250,000 tonnes. The Russians 
want VAW to consider similar 
schemes at other smelters. 

Mr Wobbe says the Novokuz- 
netsk feasibility study (which 
the Russians are paying for) 
will be completed in May. "The 
problem then is to finance the 
project. The smelter is looking 
for a financial partner. I 
believe we can find the 
finance, but at present alumin- 
ium prices of $1500 to $1,250 a 
tonne the profit would not be 
high. A higher aluminium 
price would certainly help. 

“The [Russian metallurgy] 
committee understands the 
effect exports are having on 
prices and that's why it wants 
to strengthen its grip on alu- 
minium - and all other raw 
material industries." 


spokesman yesterday ascribed 
Canada’s success in the US 
market largely to "a very good 
quality product, which mills 
consistently from shipment to 
shipment.” In addition, pasta's 
fast-growing popularity has 
raised per-capita consumption. 

The free-trade panel urged 
the creation of a joint working 
group to oversee regular audits 
of Canadian durum shipments 
to the US. 


Gatt to set up banana row panel 


EC farm ministers were last night still unable to unblock 
proposals they agreed in principle in December to set quotas and 
tariffs on banana imports from Latin America, writes David 
Gardner in Strasbourg. 

A blocking minority made up of Germany, Denmark and the 
Benelux countries looked set to drag proceedings late into the 
night Mr Rene Stelchen, EC farm commissioner was holding 
firm to the proposals and the March 1 deadline to endorse them 
legally. The plan would fix a 2m tonnes quota on Latin Ameri- 
can imports at an Ecu 100 (£82) a tonne duty, with fruit imported 
above that level attracting an EcuB50 tariff. 

Strong pressure was being brought to bear on the Netherlands 
and Belgium to agree the measures, as they had done in Decem- 
ber, and the Dutch and Belgian ministers were understood to be 
seeking instructions from their governments. 


US farmers seek protection against Canadian pasta wheat 
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WORLD COMMODITIES PRICES 


MARKET REPORT 

LME COPPER prices were 
depressed by Tuesday's 
unconvincing chart close, and 
eased back under stale bull 
liquidation. News that Polish 
copper miners had called off 
a strike alert underlined bearish 
sentiment. ZINC fell below 
Important support around $1,110 
lor three-month metal, 
undermined by the absence of 
further production cut news. 
ALUMINIUM went Into reverse 
after news of an unexpected 
17,000 tonne rise In December 
IPAI producer stocks. Also, there 
Is heavy technical resistance 
above $1,240 for three-month 

London Markets 
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metal. NICKEL eased under 
technical liquidation, lacking 
follow-through to recent 
Investment fund interest But 
prices held stable arou nd the 
lows. Robusta COFFEE futures 
finished with gains of S17 to $25 
a tonne on key positions, but 
were below the day's highs as 
the market continued highly 
volatile. Dealers said technical 
factors remained dominant. 
Conditions remained very 
nervous and the threat of a 
resumed downtrend remained. 

Compiled from Reuters 


SUQAH 

- London POX 

IS per tontia) 

Raw 

Close 

Previous 

Hlgh/Low 

Mar 

187.00 

183.00 

187.00 132.00 

May 

182.00 

192.00 

191.00 

WWt 

Close 

Previous 

Hlgh/Low 

Mar 

760.00 

233.10 

260.00 252.50 

May 

280.00 

26870 

260 00 JS6.00 

Aug 

282. SO 

259.20 

28810 25850 

OC1 

24740 

245.00 

24740 243.00 

Dec 

24880 

24800 

24800 

Mar 

2+4.00 

248.00 

2+4.00 

Turnover Raw 361 (123) loa d 60 tonnes. 

White 2337 (1085) Paris- While IFFr per tonne): 

Mar 1454.11 May 1487.28 


CtUIDN OIL - IPS 

S/barrel 


Latest 

( Previous High/Low 

Mar 

1B.3S 

1829 

1840 1835 

Apr 

1845 

1834 

1843 18+0 

May 

1&+8 

1889 

1804 1848 

Jun 

18.66 

16.46 

1868 18-58 

Jul 

I860 

1845 

1847 18.60 

Aug 

1869 


1807 16.65 

Sep 

1169 


1850 18.69 

oa 

1868 


1870 1806 

Nov 

16.70 


1870 

IPE Index 1127 

1839 

1827 


Turnover 37967 {439601 


OAR OIL - IPX 


$/lonna 


Close 

Pra vidua 

Hlgh/Low 

Fab 

17a 75 

166.00 

172.00 17000 

Mar 

172.00 

170.50 

173.00 171.C0 

Apr 

171 SO 

169 50 

172.25 170.75 

May 

171.00 

18875 

17140 171.00 

Jun 

17040 

18860 

171.25 17040 

Jul 

172.50 

1782S 

17250 17200 


Turnover 18733 (16239) loa 0» 100 tonnes 


WOOL 

Lost wMk 1 * accelerating decline in Aus- 
tralian wool pries* want lurtnar this weak, 
with a new low point lor the present sailing 
sooaon reached on every day. The Austra- 
lian wool Corporation's mortal indicator 
was *57 cents a kg. on February 10, 31 
cents or 6% lower than a weak before. The 
iowobi point reached In the previous 
1091*82 season we* 434 cents a kg. These 
ore aertouofy uneconomic prices for moot 
growers and aama ara withdrawing their 
wool at reserve prices of their own. or 
withdrawing it Immediately prior to the auc- 
tion. 


COCOA 

- London POX 

Ertortna 


Close 

Pravtoua 

MghTLow 

Mar 

721 

712 

724 713 

May 

733 

724 

738 72S 

Jul 

748 

737 

748 739 

Sep 

769 

752 

763 754 

Dec 

780 

772 

781 771 

Mar 

BOO 

791 

802 792 

Jui 

B2fi 

(d 

627 

Sap 

842 

038 

846 839 

Dec 

862 

881 

8S8 683 


Turnover 4920 (4702) lots M 10 tonnes 
KXO Indicator prices (SORs per tonne) Daily 
price lor Feb 10 710.88 (703.10) 10 day average 
lor Feb 9 716.91 (718.89) 


corns - London FOX Shame 



Close 

Previous 

Hlgh/Low 

Mar 

900 

878 

908 893 

May 

888 

873 

907 688 

Jul 

878 

858 

B92 878 

Sep 

063 

884 

HOD 881 

Nov 

683 

874 

803 900 

Jan 

908 

880 

910 


Tumovor3420 (6282) lots of 6 tonnes 

ICO indicator price* (IJS cents per pound) for 

Feb ft Comp, dally 64.36 (55.30) is day average 

55JJS 155.85} 


ROTATORS - 

London POX 

E/tonne 

Ctoae 

Previous 

Hlgh/Low 

Apr 44.0 

43.0 

44.0 

May 46.0 

484 

46.1 


Turnover 22 (129) lots at 20 tonnes. 


SOYAMRAL - 

London POX C/tonna 


Close 

Previous 

High/Law 

Fob 

162-00 


1KLOQ 

Apr 

157.00 


187.00 

Aug 

148 JM 

14050 

Hfl-20 


Turnover 230 (SO] lots of 20 Unites. 


RHRMMT - London POX 

SlO/Mex point 


Ctoae 

Pravtoua 

Hlgh/Low 

Feb 

1340 

1345 

1346 1335 

Mar 

1350 

1365 

1385 1347 

Apr 

1338 

1346 

1350 133S 

Jul 

1185 

1195 

1190 1180 

BFI 

1315 

1309 

1315 


Turnover J65 (5221 


CHAINS - London FOX 

C/tonne 

Wheat 

Ctoae 

Pravtoua 

Hlgh/Low 

Mar 

142.70 

M3-25 

143.00 142.60 

May 

14340 

144.80 

14430 143.80 

Nov 

113.10 

11146 

113.40 113.10 

Baby 

Ctoae 

Previous 

Hlgh/Low 

Mar 

137.90 

138.15 

138.10 137.00 

May 

139.10 


139.10 

Sep 

108.75 

139.00 

109.10 108.75 


Turnover! Wheat 144 (143), Barley 11B (45), 
Turnover Iota of 100 Tonnes. 


PIGS 

- London POX 

(Cash Settlement) p/l® 


Close 

Pravtoua Hlgh/Low 

Mar 

107.0 

108.0 

ms 

Jui 

IDBJ] 

108.0 

109.0 

Jul 

1020 

101.0 

1020 


Turnovers (4) lots o! 3.250 kg 


LONDON MOTAL KXCHANQR 

(Prices supplied by Amalgamated Metal Trading) 


Ctoae 

Previous 

High/Low 

AM Official 

Kerb doaa 

Open interest 

A! minium. 09.7% purify (1 per tonne) 



Total doily lumovor 38488 lota 

Cash 

3 months 

1215-6 

1238-7 

12194-204 

1241-2 

1243/1336 

12184 

1239440 

1238-7 

170.713 loa 

Copper, Orada A (E par tonne) 



Total dally turnover 35.715 lots 

Cash 

3 months 

1558-7 

1879-80 

1682-3 

15854) 

1548 

1579/1589 

15*50 

15714-24 

1580.6-14 

158435 tots 

Lead (I per tonne) 




Total doily turnover 2407 lots 

Cash 

3 months 

2904-1.0 

300.3005 

2884-94 

2884-9.0 

301/299 

2894-9.76 

290414 

300-1 

17484 loa 

Nfcfcal (5 pair tonne) 




Total dally turnover 9.403 loti 

Cash 

3 months 

6010-20 

607060 

8110-16 

8170-5 

8003/8000 

8140/8060 

8003*5 

808345 

6060-70 

43.830 tots 

Tin (5 per tonne) 




Total dally turnover 1,848 loa 

Cash 

3 months 

5830-40 

58904900 

5830-5 

5680-8 

6822/6620 

5885/5880 

5622-5 

5886490 

588045 

8484 loM 

Zinc, Special High Orada (3 per tonne) 



Total dally turnover 10406 loa 

Cash 

3 months 

1085.5-64 

11054-64 

10924-34 

111241 

1088/1085 

1112/1103 

1084-5 

1104-5 

11054 

66483 loa 

LME Closing US rate 
SPOT: 1.4203 

3 months: 1.4181 

a months: 1.4085 

9 months: 14034 


LDMDCHI BUUMM MARKET 

(Prlcoa supplied by N M Rothschild} 


Sold (troy oz) 

1 price 

£ equivalent 

Close 

330.0043040 


Opening 

328 60-320.90 


Morning fhr 

328.70 

229.139 

Afternoon fix 32946 

230.858 

Day's high 

330.15-330-45 


Day's tow 

328.40-326.70 


Loco Ldn Meea Odd Lending Retoa (Vs IMS) 

1 month 

2.18 6 months 2.17 

Z months 

2 . 1 B 12 months 240 

3 month! 

2.17 


Ulw (be 

p/troy oz 

US ca equtv 

Spot 

258.48 

87145 

3 month* 

28240 

373.80 

8 months 

28540 

370 JW 

12 months 

272- DS 

383.75 


OOLB COWS 


5 price 


C equivalent 

Krugerrand 

32840-33240 

23000-23240 

Maple leal 

338.65-341.90 

- 


New Sovereign 7B4M14Q 

54.00-6640 

‘H*A5RD OPTIONS 

Ahantahan (99.7%) Calls 


Puts 

Strike price S tonne Mar 

Jun 

Mir 

Jun 

1200 

30 

83 

8 

IS 

122S 

15 

47 

ifi 

25 

1250 

6 

34 

32 

37 

Copper (Grade A) Calls 


Pub 

2200 

46 

82 

12 

41 

2250 

19 

56 

35 

65 

2300 

5 

36 

71 

94 

Coffee 

Mar 

May 

Mar 

May 

850 

51 

89 

3 

30 

BOO 

16 

43 

18 

34 

350 

3 

26 

55 

87 

Cocoa 

Mir 

May 

Mir 

May 

875 

48 

71 

_ 

13 

700 

24 

54 

3 

21 

795 

e 

39 

13 

31 

Brant Grade 

Apr 

May 

Apr 

May 

1800 

80 

. 

. 

42 

ttm 

a 


48 

59 

1900 

29 

42 

- 

- 


New York 


GOLD 100 troy oz.; S/troy oz. 



CJosa 

Previous 

Hlgh/Low 


Feb 

383.4 

320.4 

3334 

330 3 

Apr 

3316 

3294 

333J 

3304 

Jun 

335.1 

3304 

3364 

3314 

Aug 

3384 

332.1 

336.6 

333.7 

Oct 

337.0 

3334 

337-9 

335.7 

Dec 

3394 

335.1 

3394 

3384 

FOB 

341.0 

338.7 

341.0 

3384 

Apr 

3424 

33Bi 

a 

O 

HJLTMUM SO tray oz; 8/trey oz. 


Ctoae 

Previous 

Hlgh/Low 


Fab 

359.8 

389.8 

0 

0 

Apr 

3704 

9674 

3724 

3894 

Jul 

309.0 

365.1 

3700 

3684 

Get 

3674 

3G3.B 

3874 

3874 

Jan 

3884 

3814 

3684 

3664 

SILVER 5,000 troy oz; cents/troy ax. 


Cloaa 

Previous 

Wgh/Low 


Fob 

9754 

9894 

0 

a 

Mar 

3784 

370.0 

3704 

370.5 

May 

37 a a 

3724 

3794 

3734 

Jui 

381.2 

3744 

3824 

3804 

Sep 

383.7 

3774 

3834 

3794 

Dec 

3874 

3808 

388.0 

302.0 

Jan 

3884 

9814 

0 

0 

Mar 

391.7 

3864 

393-0 

9904 

May 

9944 

988.0 

3964 

3854 

Jul 

9974 

9814 

a 

0 


Hi OH (MADE COPPER 25.000 Qw eamsribs 



Ctoae 

Previous 

Hlgh/Low 


Feb 

86.70 

99.96 

9946 

9845 

MAr 

9BJ& 

99.70 

68.80 

9840 

Apr 

9940 

10046 

0 

0 

May 

99.60 

10046 

100.40 

99.50 

Jun 

9945 

10040 

too. oa 

10080 

Jul 

100.10 

10040 

100 86 

10030 

Aug 

10045 

10140 

10140 

10140 

Sfip 

10080 

10140 

10140 

10140 

CRUDE OIL (Light) 42,000 US galls S/barrel 


UlOff 

Previous 

Hlgh/Low 


Mar 

2041 

2046 

2045 

gpsn 

Apr 

2040 

2044 

20.43 

2020 

May 

2040 

2045 

20.42 

on on 

Jun 

2048 

2047 

2041 

2025 

Jul 

snse 

20-10 

20.40 

2045 

Aug 

2043 

20.12 

20.40 

2049 

Sep 

2040 

20.15 

2044 

2030 

Oct 

2047 

20.17 

2047 

2032 

NOV 

2047 

20.17 

20.42 

2047 

Dec 

J5L37 

2016 

2044 

20 30 


HEATHG 0ft. 42.000 US galls, oanta/US galls 


Latest Previous High/Low 


Mar 

58.80 

5044 

5745 

9840 

Apr 

6035 

5548 

6746 

5846 

May 

5060 

5032 

6040 

5060 

Jun 

6040 

5447 

56.75 

5040 

Jul 

5050 

5547 

6000 

55.58 

Aug 

5015 

55.82 

5840 

5640 

Sep 

5072 

5072 

0 

0 

Oct 

57.72 

67.72 

0 

0 

NOV 

6052 

5842 

0 

a 

Ok 

89.90 

5042 

0 

0 

COCOA id toratead/tonnes 


Oooa 

Pravtoua 

Hlgh/Low 

Mar 

880 

887 

898 

883 

May 

922 

818 

932 

91S 

Jul 

950 

945 

960 

946 

Sep 

978 

973 

BBS 

876 

Dec 

1010 

1007 

1015 

1007 

Mar 

1039 

1038 

1051 

1040 

May 

1060 

1057 

1060 

1060 

Jul 

10OD 

1077 

1080 

1090 

Sep 

1107 

1104 

1113 

1113 

Dec 

1146 

1148 

1139 

lias 

COFFEE -C 37,500tt»; cento/lba 


Ctoae 

Previous 

Htgh/Low 


Mar 

ei.66 

5840 

81.69 

5840 

May 

35.85 

5346 

68.00 

6240 

Jul 

0746 

0340 

ea.oo 

84.70 

Sep 

7040 

67 80 

7040 

SOSO 

Dec 

72.75 

7040 

7340 

7040 

Mar 

7000 

7340 

0 

0 

May 

7846 

7540 

0 

0 

SUGAR WORLD “11" 112400 lbs; cento/lba 


Ctoae 

Previous 

Hlgh/Low 


Mar 

847 

8.16 

8.50 

843 

May 

9.14 

844 

940 

844 

Jul 

944 

846 

944 

ana 

Oct 

842 

8.58 

846 

8.78 

Mar 

a fta 

847 

040 

840 

May 

8.02 

6.72 

645 

843 

Jui 

EL 85 

879 

0 

0 

COTTON 50000 canaflbs 


Close 

Pravtoua 

Hlgh/Low 


Mar 

8245 

0CL2S 

8246 

0045 

May 

83.10 

61.15 

63.10 

81.15 

Jul 

0346 

0148 

8345 

0243 

oa 

8113 

6140 

63.10 

62.00 

Dm 

62.12 

61.10 

02.15 

6145 

M4r 

8240 

8145 

Mflf 1 

8147 

May 

aayi 

8240 

0 

0 

Jifl 

8443 

03.13 

a 

a 


ORANGE JUICE 15,000 lbs; centa/lbs 



Ctosa 

Previous 

Htgh/Low 


Mar 

87.70 

68.00 

6840 

06.00 

May 

71.40 

7040 

7140 

7040 

Jul 

7440 

72.90 

76.00 

7340 

Sep 

77.60 

77.00 

78-00 

7740 

Nov 

8040 

79.95 

8140 

8145 

Jan 

8440 

8340 

8540 

84.03 

Mar 

8746 

8640 

87.08 

97.03 

May 

87.06 

new; 

0 

0 

Jul 

87.05 

8645 

0 

0 


moms 


REUTERS (Base:September 18 1931 - 
100) 


Feb io 

Feb 9 

ninth ago yr ago 

17431 

17304 

1711.4 

lease 

DOW JONES (Base: Dec 31 1974 - 

inn 

Feb 9 

Feb 8 

ninth ago yr ago 

Spot 122.60 
Futures 123-77 

122.00 

122.85 

12379 

12311 

11375 

12140 


Chicago 


SOYABEANS 5.000 bu min; csnts/Wlb bushel 



Close 

Previous 

Hlgh/Low 


Mar 

568/8 

668/2 

588/4 

567/4 

May 

571/8 

570/6 

572 12 

570/4 

Jul 

SriVB 

576/0 

577/2 

575/4 

Aug 

678/2 

67812 

579/2 

578/0 

Sep 

579/4 

579/0 

580/0 

578/0 

Nov 

588/2 

688/4 

587/0 

585/0 

Jan 

594/2 

592/8 

SB4/4 

502/6 

Mar 

601/4 

earn 

602/0 

601/4 


SOYABEAN OIL 80.000 lbs; cents/lb 



Close 

Previous 

Htgh/Low 


Mar 

20.79 

2048 

.2048 

2044 

May 

2142 

2042 

21.10 

2049 

Jul 

2141 

21.10 

2148 

21.10 

Aug 

2148 

21.18 

21.38 

2143 

Sep 

2141 

2142 

21.38 

2149 

Oct 

2144 

2145 

21.40 

2143 

Dec 

21.46 

2148 

21.50 

2140 

Jan 

21.5D 

21.42 

0 

0 


SOYABEAN HEAL 100 tons; Snort 



Ctoae 

Previous 

Hlgh/Low 


Mar 

177.7 

1784 

178.7 

177.4 

May 

178.6 

179.4 

179 .7 

1735 

Jul 

180.7 

181.1 

181.4 

1504 

Aug 

1814 

182.0 

182.4 

1S14 

Sep 

182.6 

1830 

1834 

182.4 

Oct 

1838 

184.0 

1844 

183.8 

Dec 

186.7 

188.1 

1884 

1864 

Jan 

1864 

188.7 

0 

a 


MAIZE 5,000 bu min; cents/S61b bushel 



Close 

Pravtoua 

Hlgh/Low 


Mar 

219/4 

213/4 

214/2 

212/5 

May 

221 a 

221/2 

222/0 

220/8 

Jui 

228/4 

221/4 

DM 

228/0 

Sep 

234/4 

234/0 

235/0 

23«/0 

Dec 

240/8 

240/2 

241/2 

238/8 

Mar 

2*7/4 

246/8 

247/4 

248/2 

May 

251/8 

251/2 

251/6 

2S1/Q 

Dec 

250/0 

248/2 

250/0 

250/0 


WHEAT 6,000 bu min; cents/SOto-buahoi 



dose 

Pravtoua 

High/Low 


Mar 

388/0 

387/0 

368/2 

364/2 

May 

345/0 

343/B ’ 

345/6 

342/2 

Jul 

325/2 

322/4 

328/0 

322/0 

Sep 

329/2 

327/0 

329/8 

325/4 

Dec 

337/0 

334/2 

338/D 

333/4 

Mar 

341/4 

338/0 

0 

0 


LIVE CATTLE 40,000 Bn; cents/Kn 


Ac*’- 

. n «l Wi-» 


•4.' 


V,. 

W 



Gtose 

Pravtoua 

Hlgh/Low 


, ■, • 

Feb 

91.800 

80450 

81.875 

81225 

' 

Apr 

79.550 

79.090 

79.725 

79400 


Jun 

73.690 

73 S 26 

74.060 

73.800 


Aug 

71.775 

71.625 

72.000 

71.850 

v- • . 

Oa 

73.076 

72.975 

73.300 

73.000 

• .- 1 - 

Dec 

73 BOO 

73.475 

73.573 

73.480 

;■+ ' > 

Feb 

8 MK)Q 

80450 

91-6 rs 

81225 

• r \ 


UVR HOGS 40,000 lb; cents/lbs 



Oose 

Pravtoua 

Hlgh/Low 


Feb 

44.776 

43.750 

44 650 

43925 

Apr 

44 825 

43.550 

44.830 

41900 

Jun 

49.773 

48.625 

49.600 

49800 

Jul 

46.850 

47.750 

48650 

47.850 

Aug 

46.200 

45300 

48 350 

46.6S0 

Oct 

41 

41.250 

41.800 

41.350 

Dec 

42-800 

42JOO 

42905 

*2.680 

Feb 

42J00 

42-600 

<2.800 

0 

PORK 8CUJE3 40.000 lbs; centelb 


Ctosa 

Pravtoua 

Hlgh/Low 


Feb 

UNO 

36.760 

37.500 

38200 

Mar 

37.125 

3SJZ5 

37.825 

38.600 

May 

38225 

37.125 

38 875 

37.450 

Jul 

38.425 

37.350 

39025 

37 850 

Aug 

37250 

38.150 

37600 

381500 




a 
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LONDON STOCK EXCHANGE 


Share prices continue to give ground 


By Terry Byland, 

UK Stock Market Editor 

BID speculation provided the 
few dm features yesterday in 
a UK stock market where cau- 
tion on the near-term outlook 
still prevailed. The latest of the 
expected flow of rights issues 
- a call for £428m from Com- 
mercial Union and a very small 

fund-raising from Stonehill - 
were taken comfortably but 
the conglomerates sector was 
on alert for a convertible issue 
this morning. 

Investors now face a heavy 
run of trading statements from 
the leading names of British 
industry, beginning today with 
British Petroleum, BT and 
BOC Group. 

Equities opened lower but 
rallied well until one UK house 
began to sell the March con- 
tract on the FT-SE ioo Index 
which quickly collapsed to a 
discount against the underly- 
ing stock market. 

Share prices quickly followed 
suit as the securities house 
unloaded blue chip stocks. The 
pace was set by a sharp fall in 
Reuters In London after the 
shares had been hit hard on 
Wall Street overnight. 

At worst, the Footsie was 
more than 21 points off with 
London looking nervous as 
New York opened lower. But 
the initial fall on the Dow 
Industrial Average was 
trimmed to 2.97 in UK hours, 
and late weakness in sterling 


was again interpreted as good 
^ Britain's export stocks 
while not inhibiting chances of 
a base rate cut in the Budget 
In March. 

T)?® FT-SE 100 closed at 
“jS16.4, a net 14.9 down, with 
the 2.800 mark still unchal- 
lenged, at least for the 
being. Profit-taking spread 
across the range of the stock 
market and the FT-SE Mid 2S0 
Index weakened 17.9 to 3 . 001 . 9 . 


Seaq volume slipped to 
616 . lm shares from the 69L£m 
recorded in the previous ses- 
sion; Tuesday’s retail business 
was worth £1.58bn, in the 
higher range of recent daily 
averages. 

The renewed weakness In 
the pound is working to the 
benefit of share prices in Lon- 
don, according to Mr Marcus 
Grub at Salomon Brothers. He 
also believes that the Bundes- 


bank will ease policy In the 
face of a slowing economy in 
Germany. The setback in ster- ' 
ling which followed the curren- 
cy's exit from the ERM net- 
work provided a mirror image 
of the rise in the UK stock 
market between September 
and December last year. 

The mood in equities 
appeared less negative yester- 
day than on Tuesday, and the 
overall picture was more lrreg- 


TRADING VOLUME IN MAJOR STOCKS 
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Fisons 
in the 
bid frame 


TAKEOVER speculation over 
Fisons increased yesterday, 
partly as a result of heavy trad- 
ing in the derivatives market 
by Morgan Stanley, the US 
investment bank and securities 
house. The whole drugs sector 
was in favour again, rebound- 
ing from its recent poor perfor- 
mance on the belief that losses 
related to US healthcare 
reforms had been overdone. 
However. Fisons ended the 
day, against the overall market 
trend, as one of the strongest 
performers in the FT-SE Index 
of London’s 100 most highly 
valued stocks. 

Rumours have circulated 
around the company for some 
time but speculation has 
increased over the past few 
days. One bearish analyst said 
yesterday*. “The company is an 
obvious takeover target 
because the management has 
lost credibility." Hanson, 
French group Rhone Poulenc, 
and ICTs soon to be demerged 
pharmaceuticals arm Zeneca, 
were cited as companies that 
might be interested in making 
an offer. Fisons shares avoided 
the malaise in the market on 
Tuesday and yesterday the 
shares added 10 at 246p. Turn- 
over of 5.6m was at the high 
end of average volumes and 
was further boosted by the 
equivalent of another 2.5m 
shares in the options market 

Insurers troubled 

The well-flagged £428m 
rights issue by Commercial 
Union caused no real problems 
for the shares, which bounced 
after an initial markdown by 
dealers and a brief flurry of 
selling. But it troubled other 
composites as the market 
focused on the next potential 
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ular than the fell in the Footsie 
might suggest. Oil shares, 
which have been very firm for 
some days, encountered cau- 
tious profit-taking as the sector 
braced itself for trading figures 
today from BP. Food retailers, 
casualties in the recent . selling 
bout, found buyers. 

Bank stocks were firmer but 
the impetus here came from 
speculative activity rather 
than from views on the trading 
experiences likely to be 
revealed very shortly by the 
big UK houses. Suggestions of 
bid moves against some of the 
weaker names in the 
sector have been heard before 
and traders saw no new factors 
this time. 

The relatively favourable 
reception for the rights issue 
from Commercial Union still 
left share prices vulnerable to 
further fund-raising moves. 
Some analysts, however, 
believe that, at present interest 
rate levels, corporate finance 
directors may be looking at the 
bond and convertible bond 
markets rather than at equities 
as venues for fUnd-raising. 
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group to raise equity capital. 

CU shares dropped to 580p 
following the cash-call news 
before stabilising and staging a 
strong upward push to close 12 
higher at 610p. Mr Trevor May. 
insurance analyst at BZW, said 
the market’s support reflected 
the company’s "proven track 
record" but cautioned that the 
shares were “fully valued". 
Other specialists were more 
enthusiastic. Mr Youssef Ziai, 
at Morgan Stanley, said wor- 
ries about a cash call had acted 
as a brake on the shares and 
he now expected a period of 
outperformance. 

Switching out of General 
Accident to take up the CU 
‘Tights" and worries that GA 
may be the next Insurer to 
raise capital, saw the former’s 
shares 26 weaker at 5ffip. It 
was pointed out that GA fol- 
lowed CU in raising capital via 
preference issues last year. 
Guardian Royal eased 3 to 167p 
but was not seen as likely to 
launch any fund-raising short 
term. Nor was Royal, 4 better 
at 273p. 

Reuters hit 

News and information com- 
pany Renters Holdings 
dropped sharply on selling 
from the US following the com- 
pany’s results statement on 
Tuesday, as well as some disil- 
lusionment among UK inves- 
tors. 

Reuters shares were below 
1200 p at one stage and closed a 
net 66 lower at l316p on active 
turnover of 3.4m. the highest 
for almost a year. The slide 
was prompted principally by a 
fell of $334 in the American 
Depositary Receipts on Wall 
Street ahead of a results pre- 
sentation for US analysts. In 
addition, agency broker James 
Capel reiterated its sell recom- 
mendation, arguing that the 
stock was over-rated and 
needed to fall another lOOp 
before reaching a justifiable 
level. 

A barrage of sell recommen- 
dations unsettled the oil 
majors, where BP dipped 5 to 
286p and Shell 7 to 588p. 

Mr Jeremy Hudson, oil ana- 
lyst at Lehman Brothers, 
described both stocks as trad- 
ing spvis ahead of this week- 
end’s Opec meeting. He said 
BP has risen 46 per cent since 
the dividend cut last August 
and had outperformed the FT 
All-Share Index by 11 per cent 
during the last month. “There 
is very little room for disap- 
pointment at the Opec meeting 
or for any reversal of the 
pound against the dollar," said 
Mr Hudson, who added that 
current valuations now appea r 
to discount most of the strong 
1994 earnings recovery pros- 
pects. NatWest Securities 
adopted a bearish stance on 
Shell, citing "awful margins in 
refining and chemicals . - 

There was no let-up in take- 
over speculation surroimding 
the bank sector wit h old 
favourites Standard Chartered 

and TSB both sharply 
on stories that Lloyds Bank 
could be about to embark on a 

Floyds is scheduled to 
announce preliminary resuits 
tomorrow. TSB closed 8% up at 
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171p on heavy turnover of 9.6m 
shares but remained well 
below the 179p all-time peak 
they achieved at the start of 
last week when the latest spate 
of rumours first emerged. Stan- 
dard Chartered, due to report 
1992 profits well ahead of last 
year’s £205m on March 10, 
jumped 21 to 631p. Lloyds held 
at 515p. 

Trafalgar House gained 2 to 
86V»p on talk that an expected 
cash call would be in the form 
of convertible stock issued to 
shareholders and amount to 
between £ 200 m and £300m. 

Cadbury-Schweppes gained 6 
at 467p on talk of a positive 
note and upgrade by S.G. War- 
burg. While moving its figures 
from the bottom to mid-range 
in the market, Warburg was 
seemingly pointing up Cad- 
bury's currency attractions 
and the fading need for a 
rights issue as a result. 

Selected food retailers 
bounced after the recent 
pounding on the back of VAT 
fears. Argyll Group gained 6 to 
367p, Kwffc Save 7 to 8Q2p and 
Tesco 5 to 239p. J.Sainsbury 
missed the party, the shares 
under a shadow from a line of 
unplaced stock. They closed 
steady at 529p. However. 
Albert Fisher managed to 
place its overhang and the 
shares rose 3 to 69p. Turnover 
was a large llm. 

Bid talk around Alexon 
refused to die, the shares 


adding a penny at 82p. Boots 
shed 4 to 486p on worries over 
NHS prescription costs. King- 
fisher fell 10 to 516p on con- 
cern over the rights issue to 
fund its supposed purchase of 
Darty, the French electrical 
retailer. Storehouse confirmed 
the departure of its rhfof exec- 
utive and it lost 10 to 184p. 

ICI fell 26 to 1145p after 
investors sold heavily in the 
US on Tuesday night. There 
was also growing concern that 
actual and expected rights 
issues, combined with the UK 
government’s heavy gilts pro- 
gramme, would drain money 
from the market and cast 
doubt over any ICI fund-raising 
exercise. If ICI is unable to 
raise money after Its results on 
February 25, some analysts are 
doubtful over the likelihood of 
the proposed split between the 
nhPTnimis and pharmaceuticals 
arms going *Ti gad. 

BOC finned 3 to 739p ahead 
of figures today. The market is 
looking for a first quarter 
profit of about £89m. 

Shares in Simon Engineering 
tumbled after the company 
revealed a £5m contract loss. 
The news prompted analysts to 
reduce profit forecasts and the 
shares foil 20 to 119p. 

Bid talk in Vickers gathered 
momentum and the shares 
jumped 8 to 132p. Industrial 
group Charter Consolidated, 
which sold its stake in Johnson 
Matthey on Tuesday, was race 
again mentioned as a likely 
predator. Charter shares were 
a penny easier at 655p while 
those of Johnson foil 5 to 468p. 

T>tP s elling of Lucas Indus- 
tries saw the shares give up 6 
to 139p in trade of 3.3m. The 
company has been seeing ana- 
lysts and some said trading 
conditions in the automotive 
division are worse than expec- 
ted. although this might be off- 
set by tough cost-cutting plans. 

Heavy two-way business per- 
sisted for a third day in Forte, 
with dealers saying that buy- 
ing led by James Capel was 
being met by bears in the mar- 
ket still convinced that the div- 
idend may be at risk. After 
gaining against the market 
trend, the shares lost 4 to 186p. 

French press talk persisted 
over changes being planned by 
Walt Disney management to 
their arrangement with Euro 
Disney which would be benefi- 
cial to the latter’s sharehold- 
ers. The shares surged, but 
later retreated to close just 2 
ahead at 9i5p. 
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funds were to be put to good 
use helped to steady nervea 
and the March contract 
shrugged off the early gloom 
to ciove into positive territory 
on sporadic buying, mainly 
from independent traders. 

That positive mood received 
a sharp knock when a leading 
«Acurities house moved to sell 
^ contract- March fell 
sharply and was soon trading 


at a discount to the underlying 
market, which had fol- 
lowed it down. 

With a dull Wall Street and 
few buyers, March fell to a 
day’s low of 2,808 at Z 50 pm. 
But a feeling that the con- 
tract’s fell had been overdone, 
together with general short- 
covering, helped it rally In the 
last half-hour of t ra d ing . 

March finished at 2,827, 


down 6 from the previous 
close and at a premium of 12 
to cash. Turnover fell to 9,918 
lots. 

In traded options, a total of 
80,523 contracts had been 
dealt by the dose, with some 
7,616 lots transacted in the 
FT-SE 100 option. Tesco was 
the most active stock option 
with volume of 2,733 con- 
tracts. 


Rights issue talk pervaded 
the drinks stocks with the 
usual favourite, Allied Lyons, 
being joined by Grand Metro- 
politan. According to market 
gossip, GrandMet was casting 
around to nwikp a £200m plus 
call in order to finance debt 
and a possible ftg 

shares weakened 7 to 437p, 
with Allied 3 off at 586p. 

Market rumours ahead of the 
latest consultation from Ofwat, 
the water regulatory authority, 
proved wide of the mark. The 
paper, released yesterday, said 
that Ofwat would “look care- 
fully” at the way growth is 
financed 

MARKET REPORTERS: 

Christopher Price, 

Joel Kfoazo, Peter John, 

Stave Thompson. 

■ Other market statistics. 
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73.94 77 49 
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Prat Proem. 389 J 40+.- 

. Pam Ihlidnttl Proa 97 1 102 2 

- PmVpore&MUMy 112 4 378 8 +15 

- Pros Smaller Cat 141b 149 o 

. Pern Sow Silt 2190 2313 -23 

- Pea Tokyo 552 6 SB I b +9 It 

- Pen Uahenal Ungd 141 6 149 0 -0 5 


Prices. Ufe Ser as 4 Acc. Peewsa 5+nct C Act Feo 10 


^ KiP Lift Ami ranee Lid 
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Utah Prof mill) 1510 1590 +0 J 
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_ Crawk Maaaged . . . 100.4 ios 7 -05 

Ooportunlly KUraged 1005 1058 -05 
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- Pacific Fd . . .. 103 60 104 14 +0.03 
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- Ciale SUM. Salhbuy, Wilts SP1 3SH. 072241336b Ptmta»M»«Wd. . . J143.9 

“ gj«jj“ ,, »tal - jSjlJ 275.1] -191 - 
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(V Accura iSii iKof - i®5 
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4 0} 
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■ 2-1* 5fMcSHsFdAccaei 
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084 Smaller Co-1 Actan. 
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0 41 Aadlealla Pent Accua 

. 2.73 Financial Pen AccunL.1993 


- Japan Food - - - UU 
_ Worth Aaierieaa . ... 2073 

_ Property 17*8 
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• |l23J 

- IMawnj 5eaarity 


iSS ii - CartF^."^ U .pr^ 
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U*nt*T(diFmimm- 112.1 liao -O* - 0roteadF0 2541 2673 

Latov PdK ACMil .. 95 4 100 5 -04 - WoUablJFd. 1»0 ^.0 
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CURRENCIES. MONEY AND CAPITAL MARKETS 


FINANCIAL TIMES THURSDAY FEBRUARY II 1993 




FOREIGN EXCHANGES 


FINANCIAL FUTURES AND OPTIONS 


Yen consolidates its strength 


THE YEN yesterday 
consolidated its stronger posi- 
tion against both the dollar 
and the D-Mark, os dealers con- 
tinued to speculate on the pos- 
sibility of a G? accord to 
reduce the Japanese trade sur- 
plus. writes James Blitz 

The yen appreciated to a 
high of Y120.64 against the dol- 
lar yesterday before closing at 
Y120.80. up nearly Y1 on the 
day. Against the D-Mark, it 
dosed at Y73.00 from a previ- 
ous Y73.42. 

The Clinton administration 
has indicated that the Japa- 
nese trade surplus is a matter 
or deep concern. But there was 
scepticism yesterday over 
whether US and Japanese offi- 
cials would agree to boost the 
currency further when they 
meet this weekend. 

According to Mr Mark ClifTe, 
chief economist at Nomura 
securities In London, the main 
policy debate in Tokyo is on 
how to boost the fiscal stimu- 
lus to the economy rather than 
on raising Interest rates. 

Mr Neil Mackinnon. an econ- 
omist at Citibank in London, 
says the Japanese currency 
will not strengthen very much 
because interest rates in Tokyo 
are unlikely to rise in the near 
term, limiting the returns for 
potential investors. 
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He believes the yen could 
appreciate to Y65 to the 
D-Mark and that there may be 
a test of the historic high of 
Y1I9-00 against the dollar, set 
on 28 September last year. 
"But I don't see the 16-20 per 
cent appreciation in the yen/ 
dollar rate which some people 
are suggesting," he said. 

Inside the European 
exchange rate mechanism, 
there were growing signs of 
tension in spite of last week's 
cuts In the Bundesbank's offi- 
cial interest rates. 

The Bundesbank's decision 
to accepted a tender for its 
repo at 8.50 per cent, from 8.57 
per cent last week, was widely 
expected by the market, 
although it raised concerns 
that German policy-easing was 
on the slow side. 

The Belgian'- authorities 
raised their end-af-day support 
rate by 50 basis points, to 9.3 
per cent, to counter selling 
pressure on the Belgian franc. 

The Belgian authorities have 


privately committed their cur- 
rency to diverge by only a lim- 
ited amount against the 
D-Mark in the ERM grid. How- 
ever. dealers were yesterday 
buying currency options to 
hedge against a weaker Bel- 
gian franc in the event that the 
ERM breaks up - and this 
pushed the Belgian franc as 
much as 30 basis points away 
from the D-Mark. 

The Belgian currency was 
only 10 basis points weaker 
than the D-Mark on the grid 
last night But Mr Mark Aus- 
tin, a Treasury economist at 
Midland Global Markets In 
London, remained pessimistic. 
“It is hard to believe that we 
will get through the run-up to 
the French elections next 
month without fireworks in 
the ERM," be said. 

Sterling yesterday traded 
more comfortably after two 
hair-raising days against the 
D-Mark and dollar. The pound 
closed unchanged at DM2.3625 
and slightly stronger at $1.4275. 


EMS EUROPEAN CURRENCY UNIT RATES 


SpMttPBBJ 142150 138.427 -262 334 4b 

wJtarti 180 624 176313 -2 38 3 08 40 

IfSXft .... 080999b 0.79940B -L31 L96 57 

Dntdi Guilder 2.20045 2.18996 - 'iJM 1 11 22 

r. 1.95294 1.94556 -038 1.01 22 

Krts&KrMc 7.44934 7 43025 -0.26 0.89 if 

SgSiFni. 402802 401986 -0.20 03 8 

FraaFrant . . . . 634988 639119 0.63 0.00 -37 

Era central riles set by ibeEangwnCainmiBlM Curaida ait In defending tttethe areyk Percen ta ge dangs 
M for Ecu: a poiiUte dong* denote* a weak emnqr. Dtogence sHowi UK ratio betvtt* wo wrewft the 
percauge ditfernw between the actual Mrtei and Ecu central rats ter a amor, and the peratttef 

pmnuv tfouuon of the Caron'S IliriM rate from Its Etu central rata. 

U 7/91921 Staling and lullai Lira upended from ERM. Aiqumenl ca ta da t ed to Flmcbl Tbna. 


Cwnaor l 
AroaroU 
Aain Era 
Feb X0 

% Oraige 
Irani 
Central 

Rate 

nHfeite* 

Carrtng 

Dmrgeocr 

Winter 

138.427 

-2-62 

334 

46 

176313 

-238 

3.08 

40 

0.799408 

-U1 

L96 

57 

2.18996 

-0.48 

111 

22 

1.94556 

-0J8 

101 

22 

7 43025 

-0.26 

039 

10 

401986 

-0.20 

033 


639119 

0.63 

0.00 

-37 


F.urtp^mt.dd^Muiitusuiir POUND SPOT - FORWARD AGAINST THE POUND 
STERLING INDEX 


830 am ... . 

900 am 

1000 am 

1 L 00 am 

Noon 

100 pm 

200 pit 

J 00 pm ... 
400 mn 


CURRENCY RATES 




a Bant ram refer* to astral bank distant rate*, 
these are not gaoled by Urn UK. Spain and IreUnd. 
I Earaoean Comal vstes QJaSJUaas. 

4 All SDR rates are far Feb.9 


CURRENCY MOVEMENTS ^ 




iVUMUU 

AtfUMlU 

BU.-II 

Finland 

Gtrttr 

Nongkcng 

Iran 

Kawi'5Ui' 

tmjit 

Uinnbcuig 

tVil.Wij 

KViLo 
•S Jf.lUM 
5-Hrtl ir 
S'r^JBdr* 

5 AT iCm* 

5 U iFnJ 

Titnsi 

USE 


MONEY MARKETS 


Repo is disappointing 


SHORT-DATED Euromark 
futures fell back yesterday 
after the Bundesbank reduced 
the lowest accepted rate in its 
weekly securities repurchase 
tender by only 7 basis points, 
writes James Blitz. 

Hopes of a substantial cut in 
the rate at which the Bundes- 
bank oilers funds to commer- 
cial banks had been dashed at 
the weekend alter Mr Helmut 
Schlcsinger, the central bank's 
president, indicated that last 
week's cut in Germany’s offi- 
cially-posted interest rates 
would not mean a lowering in 
the cost of money market 
funds. 

UK clearing bank base fentRng rale 
fr jLh^if 6111 


However, there was still some 
disappointment when the 
lowest accepted repo rate came 
in at S.50 per cent, from last 
week’s 8.57. 

The March Euromark 
contract fell back 4 basis 
points from its previous close, 
finishing at 91.97. At this level, 
it prices 3- month money next 
month at 8.03 per cent. Call 
money was virtually 
unchanged yesterday at 8.60 
per cent. 

The duller tone continued to 
take its toll bn French franc 
markets. The cost of 3-month 
cash hovered around 12 per 
cent, while the March French 



Juan i 172.10 - 17430 

Ausa-ia 1 1635- 1669 

Switzerland .1 21735-21950 
12055 -L2170 


Cun inertial rata taken tenants the end of London trading. Sb-monU (man! dotiar L74-L69pra . 12 Month 
270.260pm. 


DOLLAR SPOT - FORWARD AGAINST THE DOLLAR 


L4340 
L4695 
12645 
L8«85 
3390 
6.2700 
L641S 
148.95 
11690 
152125 
6.9700 
53615 
73790 
120 60 

Austria 1113550 

Stffurtnf. 1.5150 
Ear J L1765 


fanmeroal raia taken tmranfj tteendof London trading. t UK. IrtLud and Era »e quoted bt UScarrency. Forward 
prenhuns and dtaonots apply to Uw US dollar and nut to if* MhUnaJ errency. 


Floating 'air Iran Official rale 198 50 566 30 V taper 1.000 French Fr per 10 Ura per 1.007 Belgian Fr. per 100. feeu pre 100. 


FT LONDON INTERBANK FIXING 
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franc contract closed 50 basis 
points down on the day, at 
S&57. At this level it assumes 
that 3-month money will come 
down only 50 basis points 
between now and the French 
elections. 

There was little activity in 
sterling markets. The March 
futures contract rose 6 basis 
points to close at 94.16, while 
3-month money was 
unchanged at 6,’j per cent. 

One dealer suggested 
yesterday that the March 
contract was a very good buy 
from here. He listed several 
events which could raise 
expectations of a cut in UK 
base rates in the next two 
months. These include 2 
Bundesbank meetings, and a 
further one on the day after 
Uie March contract expires; a 
G7 finance ministers’ meeting 
In London on February 27, 
which may discuss the high 
level of European Interest 
rates; and the UK budget on 
March 16. 

Convergence of the March 
contract with the current level 
of 3-month money could, of 
course, bring the March future 
down to around 93.75. 
Developing problems over the 
Maastricht treaty could also 
undermine sterling on the 
foreign exchanges. 

But, If sterling stabilises at 
its current level, there may be 
reasons to buy the contract 
now. 


The filing rates are ihe artUmetlc mom roundel to the nearest ooMlaeotU, of the Md offend rain lor Slttn 
maud tnthfnwtat by fire reference turks it 1LQ0 jju. «k» ■orthg day The bates are Notional Westminster 
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Standard Chartered PLC 

PnqMOM ■« fcMBtf MHyH Enpnd) 

US$400,000,000 Undated Primary Capital 

Floating Rate Notes 

In accordance with the provisions of the Notes, notice 
is hereby given that for the Interest Determination 
period from 11th February 1993 to 11th March 1993 
the Notes will cany interest atthe rate of 3.5 per cent 
per annum. 

interest accrued to 11th March 1993 and payable 
on 12th July 1993 will amount to US$27.22 per 
US$1 0.000 Note and USS272J22 per US$100,000 Note. 

Chartered West LB Limited 
Agent Bank 



Tranury Bills belli; oue-mamh 5*1 per cent' three months 5% per cent six mouths 5 A per cent; 
Bank Bills ftdlh one-month 5s* per cert,' three months S>a per cent; Treasury Bills; Average 
tender rate of eiseoum 53246 . tCCD Fixed Rate Sibling Export Finance. Make up day January 
29 ,1993 . Agreed rates for period February 24. 1993 W Marsh 23. . 1993. Scheme I: 8.32 p.c.. 
Schema II & III; S.20 p.c. Reference raw fer period January 1, 1993 to January 29 . 1993. 
Scheme IV&V: 7.0 p.e. Local Authority and Finance House ween days' neuce others seven days' 


fixed. Finance Houses Base Rate 7>u from February L . 1993' CsUflcaws of tax Deposit {Serfs 
w; omcnll SCO Mi orer IkU under one month 2 \ po- cent one-tire* months 5^ percent; 
three-six months 5 percent.- six-nine months 44 percent; nine-twelve months 4 is percent; Under 
£100,000 2% per cent from Jan 27. 1993. Deposlu withdrawn for cash 1 taper cent. 


THE BANKERS CLUB 

On 1st April 1993 the Overseas Bankers Club will change its name to 
"The Bankers Club*. 

The Club, based in the heart of the City, has revised its Rules in order to 
permit a wider membership, embracing activities which are related lo the 
provision of financial and associated professional services. 

It is hoped that, senior executives of Institutions which now qualify for 
membership Will seriously consider the benefits of joining (he Qob. 

(Farther information can be obtained from tbe Secretary, at 
7 Lothbury, EC2R 7HH, 071-6Q6-5B83). 


ACROSS 

1 Big craft centre (7) 

5 A youngster going around at 
church to settle differences 

9 Mature person accorded pub- 
licity of sorts last month (9 

10 Check leisure includes exer- 
cise (9) 

11 Drier that could well be of 
poor quality (5-4) 

12 Bolt te a panto at Christmas 
(51 

13 Monarchal right a sovereign 
retains far example (5) 

16 Senior citizens become expert 
In painting (3$ 

18 Light romances? (9) 

19 Colour Isn’t a problem (5) 

21 Clear this areal (5) 

22 A woman in depression's 
found friends (9) 

25 He'll want to look around 
these rigs in need of repair (SJ 

26 Furniture with many locks (5) 

27 People in the wrong can 
cause distress (7) 

28 Medal or order showing noble 

■ title (7) 

DOWN 

1 Break for the star to get made 
upfT) 

2 A Greek character alone is 
presented In comic fashion (9) 

3 work a man’s decided upon(5) 

4 Tease in rating over a i 
across (9) 

5 Adhesive is wanted - there's 
no more, note (5) 


6 Quitters run to cast off (9) 

7 Raise an army holding unit 
( 5 ) 

8 An American sportsman gets 
by swallowing a certain Irrita- 
tion (7) 

14 It's held up to the viewers as 
helpful (9) 

16 Dunderhead is put on charge, 
but let off (9) 

17 One-time soldiers aim to join 
the company (64) 

18 Place to stow money away <7) 

20 Rum's not perhaps generally 

regarded as a cure-all (7) 

22 The cabinet-maker's boring 
contrivance (5) 

23 Some cyclist pedalling back- 
wards to appear clever (5) 

24 Military personnel with a dog 
come at Intervals (5) 
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WORLD STOCK MARKETS 


AMERICA 

US equities 


weaken 
in light 

Wall Street 

ALTHOUGH shares in 
blue-chip and medium-sized 
companies traded in a narrow 
range In light volume yester- 
day, secondary stocks posted 
solid gains amid strong 
demand for technology issues, 
writes Patrick Harverson in 
New York. 

At l pm, the Dow Jones 
Industrial Average was down 
6.75 at 3,407.83. The more 
broadly based Stan- 
dard & Poor's 500 was up just 
0.68 at 446.01, while the Ames; 
composite was 0.49 firmer at 
415.49, and the Nasdaq compos- 
ite up 4.03 at 696.24. Trading 
vo Lome on the NYSE was 148m 
shares by 1 pm. 

After Tuesday’s losses, the 
markets settled down as inves- 
tors awaited the next big move. 
There was no lead from the 
economy, but a firmer Trea- 
sury market provided some 
support. Dealers and investors 
were also pleased that trading 
volume has been relatively 
light during the recent sell-off 
- an indication that the down- 
ward move in prices was a con- 
solidatory move, and not a 
major shift in sentiment. 

Among individual stocks, 
trading in Eastman Kodak was 
delayed due to an early order 
Imbalance on the sell side. 
When business finally opened, 
the stock tumbled $3 to $50% 
on heavy selling, before recov- 
ering later to show a net loss of 
$1% at *52 In volume of 13m 
shares. 

The market was reacting to a 
downgrade from Mr Eugene 
Glazer, the sector analyst at 
broking house Dean Witter 
Reynolds. Mr Glazer said he 
had lowered his rating on 
Kodak from “buy" to “neutral" 
because he believed that the 
stock had become overpriced 
following its recent gains, and 
that investor expectations may 
have been driven too high. 

Ford eased $% to S48'4 after 
the car manufacturer reported 
a big fourth quarter and full* 


slightly 

trading 

year loss that was roughly in 
line with market expectations. 
The other members of the Big 
Three, however, were firmer, 
with Chrysler up *71 at *39% 
and General Motors up $V* at 
*38% . The latter was helped by 
the news that the television 
network NBC had publicly 
apologised for rigging tests 
that purported to show a GM 
truck bursting into flame after 
a collision. 

Aetna Life & Casualty fell *% 
to $28% and Travelers eased 
to *28% after the two com- 
posite insurers unveiled big 
fourth quarter losses incurred 
in the wake of a variety of spe- 
cial charges. 

On the Nasdaq market, tech- 
nology stocks were strong, 
especially the semiconductor 
sector, which was boosted by 
news of strong orders from an 
industry group. Intel rose £4 to 
*114%, Applied Materials 
advanced $% to *37 and Altera 
climbed *% to $17%. 


Canada 


TORONTO rose sharply in 
active trade fuelled by a surge' 
in gold shares. By 1 pm, the 
TSE-300 index had climbed 
27.23 to 3441.23 in volume of 
43m shares. 

Shares of the flagship Bronf- 
man company Hees Interna- 
tional Bancorp rose C*l a /* or 26 
per cent to C*7'A as the market 
continued to respond to Nor- 
anda Forest's spinoff of Mac- 
Millan BloedeL 


SOUTH AFRICA 

STRONG overseas demand for 
gold shares boosted activity In 
the sector and the index ended 
99, or ll per cent, ahead at 
990, but off the day's high of 
1,011. Some analysts reported 
that new US buyers had come 
Into the market, attracted by 
the cheap levels of gold stocks. 
Vaal Reefs rose R17, or 10.4 
per cent, to R180, The overall 
index put on 68 at 3,542 and 
industrials added 36 at 4,645. 


Pharmaceuticals begin to lose their glamour 

Paul Abrahams highlights the US/UK switch into cyclicals, and reservations about European growth 


P harmaceutical stocks, a 
salve for market woes 
for much of the reces- 
sion, have started to wobble. 

Most British and American 
drugs stocks have been caught 
as Investors switch out of 
defensive companies into cycli- 
cal recovery plains - groups 
which have suffered during the 
slowdown in the world econ- 
omy, but are likely to post sig- 
nificant earnings increases 
once It begins to pick up. 

European drug groups have 
also suffered, because the abil- 
ity of some companies to con- 
tinue to churn out double-digit 
earnings growth is becoming 
increasingly questionable. The 
operating environment for 
healthcare stocks is changing 
fast, and changing for the 
worse. 

The main problem facing the 
sector is the issue of pricing. 
Governments around the 
globe, faced by rapidly growing 
healthcare spending, are turn- 
ing their attention to the 
apparently excessive profits of 
the drugs groups. 

The governments' response 


has been to limit demand for 
medicines or cut prices. The 
Japanese and German markets, 
the world's second and third 
largest respectively, both 
endured price cuts last year. 

In the US, legislation against 
groups which increase prices 
above the rate of inflation is 
also being threatened by the 
Clinton administration. 

The effect on the pharmaceu- 
ticals market has been a diver- 
gence between companies 
which, in the past, have driven 
earnings up with volume 
growth, and those which have 
produced it with price 
increases - and will no longer 
be able to do so. 

The most outstanding Euro- 
pean drugs stock over the last 
six months has been the Swed- 
ish group Astra. 

The company is small com- 
pared with Anglo-American 
industry giants but, neverthe- 
less, it is the world’s fastest- 
growing drugs group. It has 
outperformed its local market 
by 35 per cent over the last six 
months, rising from a low of 
SKr 484 in August to close yes- 



Source; Oatumwn . . 


terday at SKr677 in the "B" 
shares. 

Astra's volume growth has 
been outstanding in all of Us 
three main therapeutic areas, 
gastrointestinal, respiratory 
and cardiovascular. It is also 
one of the few pure pharma- 
ceuticals plays on the Euro- 
pean continent. 

During the first nine months 
of last year, sales of Losec. its 
anti-ulcer treatment, increased 
by 41 per cent to SKrStm, while 


those for Pulmicort, its asthma 
treatment, rose 58 per cent to 
SKrL347bn. 

The group Is predicting a 
sales increase of up to 25 per 
cent for the full year, an 
Impressive achievement. 
James Capel estimates that, 
during 1991, only 15 per cent of 
Astra's growth in the US was 
owed to price increases. 

The other outstanding stock 
has been Roche, the Swiss con- 
cern, which has outperformed 
its local market by about 10 
per cent since July. Roche, one 
of Switzerland’s three chemi- 
cals giants, is the least exposed 
to cyclical non-drug 
operations. 

Similar to Astra, Roche is 
generating growth by increas- 
ing sales, rather than prices. 
With a wide portfolio of rela- 
tively small products in terms 
of sales, its drugs division 
Increased its turnover last year 
by 16 per cent to SFrfiJbn. 

The other Swiss groups have 
not performed so well. Sandoz 
has only tracked its domestic 
market over the last six 
months. The problem is that 


S&ndoz’s pharmaceuticals and 
nutrition divisions have been 
hrid back by the remainder of 
the group. 

Through its construction and 
chemical activities, the com- 
pany has been exposed to 
recession. In addition, its agro- 
chemicals division has also 
been hit by last year’s reform 
of the European Community's 
common agricultural policy. 

Ciba-Geigy, its Basle neigh- 
bour, is the world’s largest 
agrochemical group and has 
also suffered from the down- 
turn In the world economy. 

A lthough Ciba-Geigy’s 
pharmaceuticals sales 
have been growing 
fast, thanks partly to the 
group's highly successful US 
launch of its nicotine patch, its 
speciality chemicals operations 
have suffered from the general 
economic downturn. 

James Capel estimates that 
20 per cent of group operating 
profits are cyclical, compared 
with 8 per cent of Roche’s. 

Ciba-Geigy’s shares have 
underperformed the local mar- 


ket by 10 per cent since July. 
In particular, the group has 
suffered from heavy selling of 
Its Authorised Depositary 
Receipts (ADRs) in the US. 

Meanwhile, analysts axe also 
tipping Novo Norilsk because 
of its volume sales increases. 
James Capel estimates that 
only 5 per cent of the Danish 
company's operating profits 
are cyclical. The healthcare 
business is expected to produce 
double-digit sales growth, as 
its insulin and hormone 
replacement therapies con- 
tinue to do welL 

It may also receive a boost 
from Seroxat, its anti-depres- 
sant which has just been 
launched in the US by Smith* 
Kllne Beecham, the 
Anglo-American company. 

Big chemical groups with 
pharmaceuticals divisions, 
such as Bayer, in Germany, 
and Akzo, of the Netherlands, 
have suffered from their vul- 
nerability to economic cycles. 
However, investors may well 
be looking to pick up their 
shares as recovery plays. As 
usual, timing will be crucial. 


EUROPE 

Milan eases after resignation of justice minister 
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CORPORATE and political 
news dominated trading yester- 
day, writes Our Markets Staff. 

MILAN turned lower Late in 
the day as Justice Minister 
Claudio Martelli - a member 
of Prime Minister Giuliano 
Amato’s Socialist party - 
resigned after being told he 
was under investigation on 
corruption charges. 

The Coralt index ended down 
3.53 at 496.15 and Italian shares 
quoted on the Seaq system in 
London continued subse- 
quently to trade lower. 

The bourse had unexpectedly 
overcome a weak start to trade 
higher for much of the after- 
noon session. However, ana- 
lysts expect that the ever-wid- 
ening political scandal, 
together with technical 
account-end considerations, 
will make for a choppy ride for 
the remainder of the week. 

Strong overseas demand for 
Stet took the telecommunica- 
tions holding company L23 


higher to fix at L2.283, before 
L2J285 after hours. 

But Fondiaria, which 
announced a board reshuffle, 
dipped L192 to L29.008 before 
easing to L2&973 in late trade. 

FRANKFURT saw a battle 
between bulls and bears pro- 
duce a surge in market turn- 
over. The DAX index closed 
just 823 higher at 1.649.81, off 
an Intraday high of 1.656.83, 
and the indications were that 
some of the remaining gains 
were being dissipated in after 
hours trading. Turnover rose 
to DM8-2bn from DMSBbn. 

Banks fell again after last 
week's gains, BHF losing DM5 
to DM440 on news of a rights 
issue. Chemicals were rela- 
tively weak on average, Bayer 
adding a mere 10 pfg to 
DM257.70 as it detailed a cut in 
staff bonus payments. 

The main winners were car- 
makers. where Daimler rose 
DMU to DM614, and electricals 
with AEG up DM5.40 to 


DM16840 and Siemens DM740 
better at DM63840. Dealers 
said that the main reason for 
the gains, with fund managers, 
especially foreigners, under- 
weight in German shares, 
seemed to have operated irre- 
spective of the depressing fun- 
damentals for the car sector. 

PARIS sold Michelin after 
the tyre group reported a foil 
In 1992 second half sales. While 
the figures only confirmed the 
depressed state of the sector 
the shares dipped FFrfLSQ or 4Jj 
per cent to FFr187.40. The 


CAC-40 index, which had seen 
a day's high of 1,899, closed 
barely changed, down 0.73 at 
1,893.32. Turnover was 
FFr2.6bn. 

UAP was another faller, 
down FFr10 at FFr520, after 
releasing disappointing 1992 
earnings after Tuesday’s close. 

Schneider gained FFrll to 
FFr666 on news that it was to 
sell a subsidiary in an effort to 
reduce debt. 

AMSTERDAM was interested 
in cyclicals while Fokker, 
which denied reports that 


credit lines had been 
suspended, fell to the day’s low 
of FI 8.40 before recovering 
slightly to close down FI 1.00 at 
FI 9.40. The CBS Tendency 
Index was unchanged at 97.9 
after a high of S&5. 

BRUSSELS was flat after a 
day of heavy and hectic trade 
as the market focused on fur- 
ther pressures on the Belgian 
franc and a subsequent inter- 
est rate rise. The Bel-20 index 
finished virtually unchanged, 
losing 0.09 to 1.21&85 in high 
volume of BFri.Tlbn. 

Electrabel lost BFrlTO or 2.9 
per cent to BFr5,720, but 
among doll&r-oriented shares, 
Petrofina gained BFrl70 or 13 
per cent to BFr7,670. 

MADRID was active in Ban* 
esto prior to the bank announc- 
ing that it bad reached agree- 
ment for a US investment 
group to take a minority stake. 
The shares saw a high of 
Pta2,545 before closing Pta70 
higher at Pta2,435. The general 


index eased 0.77 to 234J26 in 
turnover of Ptal8.6ba 

ZURICH was easier in quiet 
conditions that left the SMI 
index K9 lower at 2,1208. 

STOCKHOLM was encour- 
aged by hopes of lower interest 
rates while Ericsson remained 
a favourite following the 
release of good 1992 results on 
Tuesday. Its B shares closed up 
SKrll at SKi220 in high vol- 
ume. The AfSrsv&riden index 
gained 15.6 to 964.5 in turnover 
of SKrl.5bn. 

OSLO remained active with 
the all-share index gaining 4.76 
or 12 per cent to 406.62 in turn- 
over of NKrSOB.lm. HELSINKI 
extended its gains as investors 
anticipated a number of com- 
pany results, and the HEX 
index rose 15.4 to 926.4. 

ISTANBUL broke through 
the 5,000 level in early trading 
before retreating on profit-tak- 
ing. The 75-share index dosed 
down 28J38 to 4£43.4Q in turn- 
over of TL500bn. 


ASIA PACIFIC 


Nikkei firmer ahead of options settlements 


Tokyo 

A ROUND of small-lot buying 
at the end of the session lifted 
share prices, and the Nikkei 
average closed moderately 
higher amid quiet pre-holiday 
trading, writes Emiko Terazono 
in Tokyo. 

The 225-issue average gained 
67.73 at 17.089.90, having fallen 
to the day’s low of 16^97.86 in 
the morning session, ft recov- 
ered towards the close and hit 
the day’s high oE 17,092.00. 

Volume was little changed at 
190m shares against 186m. 
Activity centred on position 
adjustment and technical trad- 
ing by dealers and arbitrageurs 
ahead of Friday's options set- 
tlements. Declines, however, 
retained a small lead over rises 
at the close by 474 to 436, with 
198 issues unchanged. The 
Topix index of all first section 
stocks lost a net 0.17 at 
1,295.93. and in Loudon the 
ISE/Nikkei 50 index eased 0.38 
to 1.044.19. 

Most investors remained 
absent ahead of today's 
national holiday. The sharp 


rise in the yen against the dol- 
lar also unnerved some inves- 
tors, while the weekend meet- 
ing between Mr Yoshiro 
Hayashi, finance minister, and 
Mr Lloyd Bentsen, US treasury 
secretary, was also focusing 
attention. 

Traders said prices moved 
forward just before the close in 
technical trading linked to 
options activity. The settle- 
ment price for February 
options contracts will be fixed 
on Friday morning. 

Export-oriented high technol- 
ogy issues lost ground on the 
higher yen. Fujitsu retreated 
Y20 to Y537, while Sony fell 
Y6Q to Y4.080 and TDK. the 
tape maker, lost Y120 to Y3.370. 

Speculative trading by deal- 
ers also led activity. Gajoen 
Kanko. the ailing hotel and 
restaurant operator, advanced 
Y25 to Y265 and Nagase moved 
ahead Y45 to YB30. 

lsuzu Motors, the most 
active issue of the day. rose Y6 
to Y380 on the “restructuring 
theme", while Nissan Chemical 
appreciated Y8 to Y758. 

Non-ferrous metal producers 
eased on falling gold prices. 


Sumitomo Metal Mining lost 
Y1 to Y649 and Mitsubishi 
Materials Y2 to Y407. 

Housing-related stocks 
advanced on reports of strong 
condominium sales in January. 
Daikyo. the leading condomin- 
ium developer, rose Y29 to 
Y824 and Mitsui Home gained 
Y50 to Y 1,570 on the second 
section. 

Some oil refiners were firmer 
on prospects of lower oil 
import prices due to the higher 
yen: Sbowa Shell Sekiyu put 
on Y3Q at Y1.49Q. Arabian Oil 
climbed Y50 to Y3.700 on 
reports that a consortium, 
including the company, had 
started an oil development 
project off the Vietnamese 
coast 

In Osaka, the OSE average 
slipped 22.18 to 18.474.38 in 
volume of 52.4m shares. 


Roundup 


POLITICAL considerations 
came to the fore in some 
Pacific Rim markets. 

AUSTRALIAN shares were 
mostly firmer as the market 
took a lead from better than 


expected half-year results from 
Commonwealth Bank of Aus- 
tralia. The All Ordinaries index 
added 72 at 1,591.1 In turnover 
that slowed to A*153m. 

Shares in Commonwealth 
Bank, in which the govern- 
ment has a 70 per cent stake, 
were 23 cents higher at A26.20. 

HONG KONG began quietly, 
again Inhibited by the political 
outlook, but a late burst of 
buying, particularly of hanking 
shares, helped the Hang Seng 
index finish 46.03 stronger 
at 5,835.55 In turnover of 
HKil^bn. 

TAIWAN made a strong start 
but succumbed to heavy profit- 
taking in reaction to news that 
Provincial Governor Lien Chan 
was being nominated as pre- 
mier. The weighted index, 
more than 80 points higher at 
mid-morning, ended a net 5893 
down at 397810. 

BANGKOK was led higher 
by demand for bank shares and 
the SET index gained 17.45, or 
19 per cent, at 990.13. 

BOMBAY rose for the third 
consecutive session, with spec- 
ulative buying taking the BSE 
index up 40.44 to 2912.12. 
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Corsair Partnership, L.R 

a newly formed investment partnership that will make 
noncontrolling investments in financial institutions 


$1,000,000,000 

Private placement of limited partnership interests 


The undersigned structured and placed the limited 
partnership interests and acts as general partner 


JPMorgan 

All of these securities have been sold 
January 1993 This announcement appears as a matter of record onfy. 




